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3/2/83 
TO: SAC, NEW YORK (196B-1774)- 
FROM: SAC, HOUSTON (196B-881) (C) 
MARC RICH; 7 
ET AL; 
FBW-ER 
OO: NY 
[ee HO airtel to NY, 1/4/83, and Special Agent (SA) ee 
[ | tetephone call =o "NY to HO,. 2/9/83. : 
the original eae b6 
which was obtained as evidence. b7c 
Or a xr evidence obtained by the Houston b7D 


Division have previously been forwarded to the New York Division. 


New. York requested that this 
them, since they are 
i 





be provided to 





No further investigation is being conducted at Houston. 
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TO: SAC, NEW YORK (196B-1774) 


FROM: SAC, HOUSTON (196B-881) (C) 


MARC RICH; 
ET AL; 
FBW-ER 
00: NY 


Re HO airtel to NY, 1/4/83, and Special Agent (SA) 








| b6 
telephone call from NY to HO, 2/9/83. b7C 
which was obtained as evidence. b6 
originals of a other evidence obtained by the Houston Die 
Division have previously been forwarded to the New York Division. Bip 
New York requested that thid be provided to 

| them, since they are proceeding with invest j j bé 
| b7C 
b7D 


No further investigation is being conducted at Houston. 
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.. Memorandum 





To : ADIC, New York (196B-1774)(M-1) “Date 3/9/83 


. City (196B-902)(WRA-SRA) (RUC) 


Subject: MARC RICH, 
dba MARC RICH & CO. 


Et al 
FBW (ENERGY RELATED) 
OO: NY 





Re Kansas City airtel to New York, 2/23/83. 
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Memorandum © e 








to ; ADIC, New York (196B-1774)(M-1) “pate 3/9/83 
From : SAC, Kansas City (196B-902)(WRA-SRA) (RUC) 


Subject : MARC RICH, 
dba MARC RICH & CO. 


Et al 
FBW (ENERGY RELATED) 
OO: NY 


Re Kansas City airtel to New York, 2/23/83. 
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5f ~ New York (Enc. 1) ont cCOMPAINED 
- Kansas City all TNEOSMA Cy assrninD 

DSB:RA SeeRESN 18 UNOM By 
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TITLE: 
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MARC RICH April 8, 1983 
and Company; 
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FBW-ENERGY RELATED b7c 


(00:NY) 


File: 96B- 4 
Case Agent: 
Supervisor: 


Date Investigation Began: 10/21/81 

Type of Investigation: GCL 

Date of FBIHQ/Departmental Approval: N/A 
Date Investigative Authority Expires: N/A 


Basis of Investigation: 


rovided information that 


b6 
b7C 
b7D 
Vi. Major Objectives: 
1) Identify all participants in scheme that are 
both actively and passively involved. 
b7D 
b7E 


ALL INFORMATION COWLAINED 

L, INFORMA Oe eae) 4 
BABIN 7S WNCLACS TES cm 
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py | eat cocoa 
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SEARCHED___“__ INDEXED 
sini uk 


APR 11 1983 


FBI-NEW YOry-s 
















VIL. Prosecutive Opinion: 


ausaL__ sd, spy, has 


in investigative effort to date. He has 









VIII. Milestones Completed: 


1) DOJ Pax Division approval for Grand Jury, 2/22/82. 


= Affidavits = ee a | 
b6 





b7C 
4) Motion b3 
Continued 
6) Obtain 
to date). 
b6 
T) b7C 
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IX. Milestones anticivated: 
i b6 
b7C 
b7D 
Subject to results of appeal now in process. pending. 


b3 


4) Indictment Possible by August, 1983. 
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X. Unusual Investigative Techniques Employed/Anticipated: 
from 2 to ensure 
b3 
XI. Manpower Anticipated: 
b7E 
pa Accomplishments: 
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£t S. Government. 
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THE NEW YORK. TIMES; 


Fox Gets 
$96 Million 


Financing 




































SLM Partners 
Double Stake | 


By THOMAS C. HAYES 





Special to The New York Times 


LOS. ANGELES, March 8 — SLM 
Inc., a movie-financing partnership, 
| agreed today to invest at least $26 mil- 
il lion in five new feature films to be re- 
| leased this year by the 20th Century- 
'| Fox Film Corporation. 
| ‘The transaction brings the group’s 

investment in Fox’s 1983 releases to 
more than $50 million. It also empha- 
sizes the growing importance of exter- 
nal financing for major studios, which 
are producing more feature films to 
meet rising demand from pay-televi- 
sion services. 

Irving H. Levin, president and chief 
executive of SLM, said the partners 
were allowed to view Fox’s completed 
films in early February before:-decid- 
ing which ones to back. 

They selected three, including 
“Max Dugan Returns,” a Neil Simon 
comedy; “Porky’s Il — The Night 
After,” and “Without A Trace,” 


box office in four weeks, according to 
Daily Variety. SLM added two others 


System” and ‘‘Star: Chamber,’’ based 
ona Fox recommendation, he added. 
In addition to Mr. Levin, the major 
partners in SLM Inc. include Samuel 
Schulman, chairman, a Beverly Hills 
pres ; Angelo J. Drossos, a vice 
dent for investments at Dean 
a er Reynolds Inc., and Billy J. 
eAcCombs, a Texas industrialist. 


po 


films not yet completed, “The Buddy | 





| 
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which has taken in $8.3 million at the . 


(Mourtt Clipping in Space Below) 
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"Unlike many arrangements with 


outside financers, “we start getting { 


our money back right from the start,” 
Mr. Levin said. 

According to the contract, SLM is to 
receive one-third of the studio’s rental 
revenues from each, film until its 
share of the production and estimated 

distribution costs, plus interest, are 
covered, Mr. Levin said. 
\ Foxis then to take 75 percent of con- 
| tinuing rental revenues until it recov- 
ers its standard distribution fee, 
| which Mr. Levin said typically was 30 
‘percent of total film rentals. At. the 
‘same time, SLM will receive one-third 
of the ‘other 25 percent of rental reve- 
nue; Fox gets the other two-thirds. 
' After Fox recovers its distribution 
ees, it will take two-thirds of continu- 
jing revenues; SLM gets the rest. - 
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(Indicate page, ame of 
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’ A family with $10 million or so— 
. =| not big wealth by today’s - stan- 

+ | dards—can readily live, and in fact - 
- 1. many do live;.as:well as most of the’ 
country’s centimilliondires.. You: 


of family duty to the fortune. In a 
purely moral sense, then, conspicu- 
ousconsumption may be/“obscene,’’ 
‘butgreatwealthisnot. .| 

-Vast wealth, secretly envied 











































































a ‘| can’t'tell.a: person’s wealth by his:} where-not openly. admired; is still 
lifestyle. So, itis not easy to find out | the -alltime conscious or uncon- 

‘| .exactly- who the Big. Rich are, let "| scious:;dream of many Americans— 

aes ae ares ahs ' alone-how much. they-have. - |. after immortality.. And in the ab- 

ae ee ‘by Harold Seneker _ You don’t need fabulous wealth~| sence of knowledge, myths have 


to_live very, very well these days. |-naturally proliferated. Some are be- 
How. many Rolls-Royces ($115,000 | -nign, like the hit movie, Arthur: But 
. each) or yachts:($500,000 and up):do |- many are pojsoned with political 
“t-you really need or even want, after-| paranoia, or at least twisted for use 
all? A year’s worth of very fine din-. | by politicians hunting more tax dol- 
" ners. for two-at gourmet restaurants. | Jars-to-spend.-The accumulation of: 
costs about $50,000—the income:-| some 40 years of such malign myth- 
‘from $400,000-in tax-exempt bonds, | making has had consequences in 
hardly great wealth. And’ your very | the nation’s laws. and fiscal policy 
own transatlantic jet-seéms.super- | we-are all-still living with. . 
-fluous when you cam ‘hop on the }- So Forses.is' inaugurating The 
‘ Concorde. ($1,800, one. way,-New |. Forbes Four Hundred. In, form, a pe- 
- York to-Paris).-. 3 «> ~~ = }-riodic scorecard of who is really rich 
So.what do the really rich do with | in- this. coimtry—an - intriguing 
their money? Some they givé-away: | enough inquiry anyway—but it will 
. Philanthropy is.“in’”’ among the very | go beyond that: It .will attempt to 
_wealthy.Butmostofitis reinvested, |- delve into the nature of wealth. ind, 
: either in their existing businesses, or- |’, the wealthy, into how they got:that 
_ Stocks or bonds, or in néw ventures. | way as well as who-they are, and 
The main ‘thing they do; then, ‘is |’ into how they conduct their lives. 
créatejobs andevermore ofthe goods: | - Of nécessity, the list is tentative 
and services needed’ to sustain. the |. rather than authoritative: a.well-in- . 
“average man’s lifestyle, all in the.| formed estimate, not an audited re- . 
1” search for profit, orsense of achieve- | port. But if the details are not pre- 
. mentby theirownstandards, orsense ‘| -cise, we believe the overall effect is. 
Re dtp eels akg a cs -, ° | .™4 [Great Wealth in America‘as it really 





} | * with JonathanGreenberg * 
f-scr-f + | + dnd JohriDorfman - 

2 AMERICANS ARE AMBIVALENT about 

-- |. wealth. They admire.it arid desire it, 

“4. yet resent it and find it vaguely un- 

* | Amefican..During the Age of the 

“|- Moguls, roughly from the Givil War . 
tothe Great Depression, the, very 
rich came out of the closet and visi- 

| -.- ~ bly enjoyed their-wealth, But now,” 
om ‘by and large; they have gone under. 
ground with it. Drawing up this list 
of America’s richest people was, 
+. | therefore, a formidable:task, A ma- 

.| jotity of.the people orit:would have | 

‘ "| preferred.not to.ave been listed? _~"- 

“}, This is.a compilation of the Big’. 

'~* | -Rich—not of jetsetters or media ce~~ 

‘ -.-" 4 Jébrities, who do: indeed. celebrate * 
en their well-being. The Forbes-Four 

* «1 Hundred’ are solidly: rich; *rich- 

' enough to-mdke a difference.” °: - 
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“If you kiow Sci how. rich: you ° 
are,” observed ‘the late John Paul 
Getty,- “you're -riot’ really- rich.” - 
Wealth, it.turns out, is not-a.simple ‘ 
concept. Getty:meant the fortunes | 
of the Big Rich are normally concen- , 
trated in large. businesses whose 
- value cannot -be exactly calculated™ 
unless they are actually sold. So 
wealth is difficult enough to. guess- 
timate even swith the cooperation of 
its owner or owners, and. most .of; 
‘our subjécts did not.cooperate. ~- 
Nor is it by any means. always 
clear exactly who owns a great for: - 
tune: It is ‘often parked at least part- 
ly in the names of the immediate .- 
family or concealed ‘in, private ‘in- . 


: 


cult, in trusts, where’ the separate 
elements of ownership -(control of 
: principal, receipt of income, power.. 
to name heirs, etc.) .are deliberately © 
spread among different.people to ac- 
cord with the inheritance tax laws. 

To arrive at coherent estimates of - 
wealth in all this welter, we adopted 


common sense: : fe 
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-vestment companies or,‘more diffi- | 








e Blocks of publicly traded stocks 
are priced at the market .in-mid- 
August for consistency... 

- @ Privately held companies are 
, valued according to estimated earn- 
ings, where estimable, based on 
toultiples then prevailing for pub- 
Jicly traded companies in similar 
businesses. *. 


" ‘@ Lacking reasonable. earnings es” 4 


timates, -we adopted rule-of-thumb 


“spective industries, particularly in 
evaluating the media: Newspapers; 


‘and up per subscriber, or. 10:to.15 


times earnings, or 1.0 to 1,4 times — 


révenues, in each case subtracting : a 


‘bilities. TV stations were-evaluated 
for us by reputable media brokers. 
> "@ In some.cases; we had‘to- settle 

for éstimates of book value, particu: 


where we often did not venture be- 


.oil reserves. In one or two cases{eg, : 
‘.R._Simplot} we were -forcéd*'to 
<work from estimates ‘published by - 
wthe general tpress; they are treate 
svery’ consérvatively, since’ ‘they: are” 
often unreliable: ; 
In fact, i inevery case we went out 


oe oe 5 


of otir ‘way to be ultraconservative; . 


‘we Wanted to-be sure everyone ‘on 
the 400. belongs on.the.400. 

“Then came trusts. We had to: pio- 

- ceed on almost.a case-by- -case basis, 


, trusts are plainly set up to carry out 
a normal pattern of inheritance {to” |. 


a number of rules, mostly based on | wives or husbands, or offspring) and, | now, is in the business. -One- ‘major. 


exist ‘mainly to, minimize inheri- 
tance taxes. These trusts we gener- 
ally attributed to the pérson ‘who 
cieated the wealth, wherestill alive - 
and in control, or else to the princi- 


where he is not. set 
-We gave similar: sieaehient to cer- 
‘tain special arrangements which.are 


Cargills, “where, . reportedly,‘ :com-. 


, present holders are credited with. - 
‘full value, though their shares- are 
not. freely marketable}. 

On the- other hand, spendthrift 
trusts,-meant to keep “control of a | 


~ 


fortune our of the hands of benefi- 
| ciaries, were not credited to the 


+. 


conventions widely used within re-* 


‘for instance,can be valued ‘at $500. 


generous allowance for probable lia- *: 


"larly among .private-‘oil -producers, | 


yond putting a fair estimate on their - 


applying common sense. -Most~ 


pal controlling family member 


- aimed at “keeping contro! of:a -valu- 
“deable asset in. the family ‘(eg the | 


‘pany shares may ‘only’ be. sold: or.” 
bequeathed’to family members, the. 












» beneficiaries. The estimated trust | 
4ncome was; while we usually 
‘looked for controlling family. mem- 
“bers when seeking to. assign the 
principal, . 

- Irrevocable charitable trusts Were 
not counted in at.all, even when, as 
in the case of the Pews, they serve 
to retain ultimate control over. the 
family. company;..wé, decided such 
wealth is really working for charity 
“now. Foundations, of course, “were 
‘not counted either, though - “occa: 
“sionally noted... -* 

~' There was one’ last’ set jot ‘prob: | 
lems to deal. with. Generally, we 
" considered wealth in the name ofa ,’ 

spouse or child ‘as part of‘the still” : 

saetive puneipal sical especially” 

‘when family’ ties: are ‘manifestly 

4. . Close and they all share ‘interests in 

an’ongoing ‘business. Exceptions: 

-where a-fortune is.so-vast that an- 
- other family member's share quali- . 
‘fies him or her for 400. status (as in . 
An Wang and ‘his-wife, Lorraine} jOr - 
where family and business.ties are -'} 
‘broken-prat least noticeably frayed? | 
“ So Joseph Meyerhoff is here-as:patri- 
arch-in-charge ‘while ‘Henry Ford Tl » 
is not. Ford is retired and-his chil- 

4-dren are'scattered, apparently main-.«: 

“| taining theiy own | inheritances, and © 

are born of wives ‘he has since dis 

vorced. (He himself had only $80 

‘million we could cléarly’ identify, 

‘mainly’ depressed Ford ‘stock and his 

44% - interest: in California's Irvine . 

Ranch.) Meyerhoff, on the other : 

hand, still comes to the office, and 

this son ‘Harvey, a big shareholder , 


~ 8 





4 


exception is not as chauvinist as it. 
looks: Mary Kay Cosmetics. The’ 
founder-mother Mary Kay Ash (for- 
‘merly: Rogers) is not listed, the 
president-son and lately larger 
shareholder Richard Rogers i is: Both 
stoutly maintain that he is abso- 
-lutély in charge of the whole show 
cand has been for a long time. Far-be - 
‘it from us to come between a son |: 
vand hig mother.> 2)” : 
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Lil Weslo Wee 


Retailer.- Columbus, Ohio. 4. ‘Sin- 
gle. Went to work 1963 in father’s 
women’s clo 
with ‘policy: botrowed $10,000 to™ 
start own specialty store {sports-. 
wear). Now -has ‘422-store chain, - 
The Limited; ‘grosses $200/8q. ft. : 


Acquited Lane Bryant, ‘sleepy larger. 


chain, for assets: '$2/sq. ft. leases in 
$15 markets. His share in the Limit- - 


ed worth around.$100 million: : .. 


DZ : Me D; he : “The.Old Scotchman,” radio ‘perso,’ 


Automatic Switch Co. Livingston, _ 


UNJ.:64. Married,’3 sons. Father Da- * 


vid H. worked for « company, bought - 
it, moved it to NYC from Baltithore, 

died 1928. After his death, ‘mother - 
gave One-third to management; lat- . 
er, two-thirds to David M. Company .. 
went public 1970, Darrin now owns - 
39%, worth $86 ‘million rby itself. | 

With proceeds of stock salés,should — 
3 have more than $100 million. we 





Newspapers, 


first marriage, 2 by ‘second: Started = 
| :as ‘assistant -bookkeepér- Orlando 
(Fla.) Sentinel 1932; became business ° 
‘manager 1933. ‘Bought by chaih,.- 
worked his way up to head string of ' 
“papers. Started'own company 1952; 
became buyer, “holder, reseller of 
small-town southem newspapers: 
’ “I've made 24 millionaires” selling : 


newspapers to his appointed pub-: |. 


lishérs and others: Now family and | 
friends own 26, total circulation of © 
211,000. Semiretired. Estimated net - 
| worth with wife, children: -above 
: $100 million, : 


Emmest We Hohn. 


Shopping centers. San Diego, Calik 





63. Married; 3 .children: Started-as * 
small general contractor after leav- | 


ing Navy 1946: Begah building 
shopping centers early'1950s. Built - 
‘ over 34 million sq. ft. in numerous 
| ‘states: Sold out ‘to Trizec.-Corp. - 
{Canadian} 1980. His share: $90 niil- 


lion. Semiretired: “I thought it was .|'"”., 
timé to: work .a three-day.weék.”, | i 


g stote. Disagfeed - 


‘Houston.. ‘73._ Di- 4 
"-| vorced, xemarried, 3 é.children* “by- 





~ = ~ 


¢ 


fatlier’s 3 small x fewepapers 1933. 
Acquired Miami Herald 1937, first 


of many including Philadelphia In- : 


quirer and Detroit Free Press. Ran 
business side (John ran editorial 
‘policy): Now ‘best-mianaged, most- 
“profitable chain in U.S.; his stock 
alone worth $87-million. *With oth- 


_ €r- assets, estimated - net worth: , 
over, oe amillion, aaa 
Goris 4 jon 


Soins: Dallas. a. Divorced 
, twice, 4 children. Became famous as - 


na of 1940s, early 1950s. invested i in, 
_ radio, “TV ‘Stations, ,Pioneered Top. 
.40 -format,-all:news statioii:-,Sold . 
‘out 1972-77, for $100 million plus. 
Bought gold; silvet,-strategic“met- 
- als, real~ estate. Started eaily, $6~- 
probably still-worth over $100 mil- - 
“lion despite recent slide: , ae 


Hy Pilih LE. McGovin®* 


~vorced; - emarried,- 2 --:children. .. 


Corp. 1964. Started newspaper 1967°. 
tas‘IDC “ad” -business-getter: ‘Come: 
‘piderworld, “now - largest ‘spécialty- . 
“publication of its-kind. Moving into - 
_‘ventiire. capital. ‘Revenues $75 mil- * 
1 tion; growth 38% a year, net 10% . 
aftertax. ‘Net ‘worth: at Aéast $109 
million, 


=, + an 


Br ey Pen ST 


“Publisher Beverly -Hills. 56. _Mat-~ 
“ried, 2-sons (deceased). Unemployed 
‘movie ‘publicist 1947. -:Borrowed . 
$2, ,000, printed “Hot Rod magazine, ‘ 


oa ors 
. 


bawhed atzrace meets; published i in 
garage, slept on cot in corner. Built 
into Petersen” Publishing Co.: 16 
monthlies (Guns & Ammo, Motorcy- . 
clist, etc.}, books, other. Married for- 

-Mmer Miss Rheingold; bought man- 
Sion, huntirig ranch, art. Estimated 
net ‘worth: at Jeast $100 “million. 

Both young sons killed in trad ‘ 
crash, 1975. . 


St eG pee 
°C Mare Rech, > 
+ 
fag Taine 4 « 





“Or 3 NYC. 48. Married, 3 
daughters. : ‘Workaholic who built |-*: 


Phibro ‘Corp.’s-yast oil-trading busi- 
‘ness almost from scratch, -demand- 
éd his $1.5' million bonus under 
compensation rules. Phibro refused. 
Went away mad; as. Marc Rich & 


| ‘Co. now does $10 billion to $15 . 
‘billion ‘trading -a Pa ‘mostly oil, }-: 


y hired” away. . 


with partners ‘mainl 


| from Phibro. Uses ‘Jeverage to the }. 
| nth degree.” With business down; 2 
arco], estimated net worth- seillvat, deast). 
silent ore retinitis ‘$100 million, fiat os a 
_.. | Publishing. Nashua, N:H. 45..Di- e 
~ omega Wale ge Wal F -Worked ‘én “tiny -computer -maga- , 1 
-zine, saw. need for computer market ? 
“eetisus; Started International Data 


fuck’ Rinak 
*: Bunton Posiake 





: eae and son?.Redl- estate. ae od 


Jack:-75..-Married,-4 children. Start- 


* edas small’ builderin Bronx 53 years | - 
880; sioved -to ,Manhattan:' 1950s, 


| bought, held. proper det Still uns 
company. Bufton: ; 


NYC and Florida. Suing Teamsters ’ 


for “racketeering.” Eqiiity easily ex- |e. 


céeds $350 million, but silent part-. 
‘ners, principally Belfers (which see), . 
have some. Estimated net worth: 


“|. share at least bas million. sauaee 


ie ‘ bidiatiraa a | 


With other assets, estimated ‘net. or 


: worth at Jeast $100 million. .- 


Knight-Ridder newspapers. ‘Miami. 


73. ‘Married, 2 children. Long in 


shadow of brother and family patri- 
arch John {d. 1981). Co- -inherited 


FORBES, SEPTEMBER 13, 1982 





ee Der va 


; = -estate. Palm Beach; Fe 72. 


Married, 2 sons. Bom Poland. Fa- 
‘ther's NYC wholesale produce busi-*. 


“1 ness collapsed - ‘in . Depression. - 

-4+ Worked sway through school, sup- |} 

-.,.| ported patents playing poker, shoot-, 

Ys" Ang -craps .(with ‘money -backers), J ;. 
> -) buying. and selling used textbooks. ..|,. 

| Entered real‘ estate 1936, teputation — 


as “street smart.” “J stopped’ gam- -}. 
bling the minute I went into busi- } ° 
ness.” Has commercial real estate | , 

“NYC, Florida, Deriver, Atlanta; con- - 


. dos Florida. Turning business over 


to sons David. (Denver), Michael 


| (Miami). Estimated net worth: over . 


*$100 million.- 





46. Married, 3. ‘a 
children. -Chief- operating, - officer 
Jack Resnick & Scns, Inc. ‘Own over | - 
| 4 million sq. ft. NYC-commercial , 
Space,, thousands. “of “apartments -)" *. 
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Ono, YOKO SaaS — 137 «New York City 49 150 Musie royalties (inheritance) 


Fz David . seonenseceprensnangesonsnnvesnces : “104 Los Altos Hills, Calif oo “1,000 Hewlett-Packard Co. 
.-Palevsky, Max oy eneeeess redae: erie 


429. Los. Angeles lk, ! SB. %s 200° Computers - 
.. Paley, ‘William’, ...... access ww) 138- ‘NewYork City’ «+ °! 80: *“ 140°” Broadcasting 


















Park, Roy Hampton. -vsscsseeesees 140 Ithaca,N.Y. - 7. _. 130, Newspapers, broadcasting 
+ Parker, Jack aceescstiaejisegeangvesier 129 New-York City.” . 2.67 ° "200. Real estate 
Parrish, Jesse J. Jr..... : 1 146. Titusville, Fla. |= 69 -110 - Citrus, eattle 
Paulucci, Jeno F. ..... ..- 146 | Duluth, Minn. . 64 110 Food processing... 
Payson. Charles S.sesssesennsessseee veneeineee *142 Portland, Me: - 83 120 Entrepreneur (inheritance) 
Pearson, Edith du PONE: escccsguerseeertverssygrsseen 112, - Greenville, Del. : _ 70. * 300" Du Pont Co. (inheritance) 
‘4 Perot, Hs ROSS ssesesrerieons ‘wey ‘TEL Dallas - ma 325 Computer services 
Petersen, Robert Edward: sgesseevnes ww. 153. | Beverly Hills. |: : 56. ~ 100 Publishing 7 
Petrie, Milton ssaadgssatansegeos ‘ vesseseneeeee's 118” New York City ties 80-. . 225 Retailing : 
~ Pew Family ...... : a 167, “Philadelphia — ~200 , Sun Co. - 
Phipps Family ......... 167; Orig. Pittsburgh vom 200 * Investments {inheritance} 
Phipps, Howard Jr. ...:sssessoseves 142 Westbury, N-Y. J. 48 .* 120° Investments (inheritance) 


Pictet, Marion MacMillan .... , Geneva, Switz. - es 4. 116, Cargill, Inc. 

Philadelphia’ - 1. p- 400 - Glass (inheritance} 
South Palm Beach, Fla. 55 «130 Publishing. 

sa MiamiBeach 7’ 63% + 200 Financier 

setenee LLL Chicago fo , , 86 , 333° Financier 


_ Pritzker, Jay Arthur ....... sosarpeonsere JLLL Chicago oo: 1. 4 7 yt 60k! 333*-* Financier _ 
vagina “ELE. "Chicago, 56. 333°. Financier, 


Haney cies sésies jaarsccwesecwe 
~Britzker, Robert Alan -unrdoninn = 2 eae a 
Pulitzer Family scosrereesssesnsrseeaqreeyuinertfersone” 167 ~ Ste Louis oe ,o— 400 Newspapers inheritance) 
-Pulliam, — Sis Mosenecanennoemsensenraqenee 123. "Indianapolis , Geta ten So 685 200, Newspapers: » 


a th 


‘RP. gen Se nh MRE ge Oh, Aas sae “4 vt F oe mA fy 2 ns 
ains, Liliore Green ak yk alas ees Fra “Beverly Hills: 2 7F 1 JO - 900° Oil. fiestas 
_ Redstone, Sumner svonphyosbcbenaneion iteicte.” 160° Newton. Center, Mass. 59°. *s 100: ~ Drive-ins, investments 
". Reed, Willian Garrard! Sr ae ‘130; -Seatle eT 170" Timber -. 
* Resnick, Burton me 158 - "New York City. + + 46°. 100° Real estate ‘ 
Resnick, Jack ssorseecisginttesiney 153." ‘New York City "75 100" Realestate 

. Wotthin; wreares apres lee Ft. Smith, Ar Ark; ky Las Vegas ae 7 DOO. oNewspers, m ae 
sete REELED EE AOI HT New Yo: eC Gy xi se ws i Ae 200. il trader 


biter “paar >= Carvollein2 Ge ve ew baal . ora Oil 
































Soe a 100 “Cable manufaéturer 
108* :Houston . -°- * -** °-59/. . 500° Oil (inheritance) - 






i‘ ‘. poy Wilhelmina Callen. 


















. Robins, EB, Claiborne wes sesscrnesisigesesee’ 137" Richmond,.Va.. « ~. 72° | 150+ A. H. Robins Co: . ; 
Rockefeller, David: saytesedeestets " witine 105 NYG Tarrytown, N.Y. - 67; - 1,000 Oil (inher), investments, il est; 
Rockefeller, Hope Aldrich, «sesso eypeoneeee 1472 «Woodstock, Vt. =- - 44 °° 100:. Oil, real éstate (inher.) : 
Rockefeller, John’ Davison IV. . | N47 ‘Charleston, Wa. * * 45 * 100 * Oil, real estate (inher.) 
Rockefeller, Laysance Spelman. .. . I10-~ Tarrytown,N.Y. . 7” 72° "450° Oil, real estate {inher.] 
Rockefeller, Rodman Clark. ... weenie 147° New York City “ “= ~* S50°° 109 Oi, real estate (inher) 
Rockefeller, Steven Clark v.sssssssscsesossees wwe 147 Middlebury, Vt... -  - 46, . *100 . Oil, real estate (inher.} 
Rockefellér, Winthrop Paul. .:..Ssecsssssesseees 110 * Winrock Farms, Ark. ~ 34. 400 - Oil, real estate (inher.) 
Rogers, Richard Raymond: sssececsecscssseessecore 146 Dallas 37 110 Mary Kay Cosmetics 
Rollins, O. Wayne sunesserstrrsnencnns 116 Atlants : . 70 250 Entrepreneur 
Root, Chapman S. ......0 deine ssscssseseseneeeene 123 Ormond Beach, Fla. “57 200 Coca-Cola bottler . 
Rosenberg, Henry A. Jr. sesstessseesse 136 Baltimore: 52° 133* Oil, real estate {inher.) 
Rosenberg, Ruth B. wes . 136 Baltimore’ | , * 83. .133° Oil, real estate {inher.) 
Ross, Wilhelmina: duPont , sans ak w-, :140° > Greenville,Del: ~~" - 76: "130° Du Pont Co; (inheritance] 

1 Rudin, Jack, srsssscsesseensessneent 116. .New York City’ * 58 "+ 250° Realestate 
Rudin, Lewis sevnseee "116° New York City . 755 - 250° Real estate | 
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FM NEW YORK (196B-1774) (P) (M-1) 


~TO--DIRECTOR (I96B-2848) ROUTINE——— iss. GC; : 
Br 






UNCLAS 
Jae b6 


are: saL_ Bie 


MARC RICH, DBA MARC RICH AND COMPANY; ET AL; FBW - ENERGY 





. RELATED (00: NY). 





RENYTELETYPE TO BUREAU, JANUARY 28, 1982; AND NYTELCALL 
TO BUREAU, JULY 6, 1983. 











FOR INFO OF BUREAU, MEETING HAS BEEN SCHEDULED IN 


SDNY, DEPUTY ATTORNEY GENERAL] = 
| sd AND SPECIAL AGENT es NYO. PURPOSE OF 
MEETING Is To Discuss| ss 


[| CAPTIONED MATTER. ausa| «| REQUESTS THAT 


sa[ _|APTEND DUE TO COMPLEXITY OF MATTER TO BE DISCUSSED. 
THE ESSENCE OF THIS CASE REVOLVES AROUND THE EVASION OF 
TAX ON HUGE AMOUNTS OF DOMESTIC PROFIT (APPROXIMATELY 100 
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PAGE TWO NY 196B-1774 UNCLAS 

MILLION) EARNED ON OIL PURCHASES AND SALES. THE PROFIT WAS 
GENERATED BY CHANGING OF OIL CERTIFICATIONS DURING 1980 AND 

1981. THIS PROFIT WAS THEN MOVED TO FOREIGN COMPANIES CONTROLLED 
BY THE SUBJECTS THROUGH INTERCOMPANY TRANSACTIONS AND SHAM 


TRANSACTIONS WITH THIRD PARTY COMPANIES HOLDING PROFITS FOR THE 


SUBJECTS. 


ADIC, NY CONCURS WITH NECESSITY OF TRAVEL. BUREAU APPROVAL 


REQUESTED FOR TRAVEL OF NY CASE AGENT 1 


WITH RETURN SAME DAY. 





Approved: Se Transmitted: sCéPl' 
(Number) (Time) 
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a eve vw 
July 7, 1983 
TITLE: MARC RICH 
dba Mare Rich and Company; 
: b6 
b7C 
FBW-ENERGY RELATED 
st (OO:NY) 
File: - 4 
Case Agent: 
Supervisor: 
I. Date Investigation Began: 10/21/81 
EL Type of Investigation: GCI 
Tit. Date of FBIHQ/Departmental Approval: N/A 
V. Date Investigative Authority Expires: N/A 
Va Basis of Investigation: 
rovided information that Ko 
* 6 
b7C 
b7D 
VI. Major Objectives: 
1) Identify all participants in scheme that are 
both actively and passively involved. 
b7D 
b7E 
ALL INForyra' 
HERR TION con 
DARE a fag MOuABSITIED SER | 
ee xX. abe S TC] 
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VIL. Prosecutive Qpinion: 


ausaL_ ids, hha 
in investigative effort to date. He has 


5 
nvolved bé 


b7Cc 
b3 









~* VIII. Milestones Completed: 


1) DOJ Tax Division approval for Grand Jury, 2/22/82. 


b6 ( 
Affidavits in support of ak 
-. y Motion to 
Continued 





6 Obtain 
to date). 
Z b6é 
8) b7c 
b7D 
b7E 
b3 
10) 
11) 
12) 


Enforcement of subpoena on 

















@ @ 









La Milestones anticipated: 
1) Obtain 
2) Obtain approval for . 
al b6 
b7Cc 
b3 
4) Indictment possible by August, 1983. ae 
. +. E 
X. Unusual Investigative Techniques Employed/Anticipated: 
to ensure 
XI. Manpower Anticipated: 
b7E 
XII. Accomplishments: 





/ production off sd 
was settled in favor of the U.S. Government. b3 
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Bie eee =e 
By, Steve Mupson nd. Rocex. Lowansreny 
Soames -}-and he 
)@NEW-YORK -Mare: Rich: & CozAG, one; :previou 
jrot. the, biggest, commodities’ trading jcompa- | » 




















snies: it the world:"was cited: for contempt of mis cceurcns 
€ court-for refusing. to, fe rece tral aes "Hard Wo eae weeks : 
ju. pened ots tants 62 ee Mr. Green? dre intense (indicate page, Rane’of- aa 
3% Eg ied Baa ‘tiecloek si Cr exercise direct’ pr ‘news ap Re ue ‘and stafe,} 
=f oe Res 









Me snags Vaart BSSand; a. ee aes 
F here? ‘ordered A concém‘on'June 29 to. pay2/: 
Feast ‘a day; in ‘penalties, but'so ‘far Marc: 
“hasn't complied: and ‘hasn't! ‘paid’ the: 
{te ress | 


chee 


are Rl asc ictted fo) r-contem 
f cour lots rel 16, cooperate Wl 


‘avgrand’: SSury pho otlsroll tran 
‘operations. ‘The. hugecommoditi 
in et was ondeted by, 


“control over.a° NMarge‘share of thé“company’s |} 
simmense} ‘trading operations; ‘estimated ; rat, 
‘$10: ‘pllion: ‘t6%$15,billfon’invannual: revenues 
“hain New. York; Mr: Richs‘‘gets to the office 7 
at 7, am>and:: he's"already talked to? one 
‘allover "the; world. sa rival ‘oll’ ‘trader’ sal | 

























The’e! osély held’ company. | fs ap; 
Ee the’ contempt citation?” 48,2 ticle £2 
ay : investigatfon’sheds, ‘some light’o on. ani 
ofte "mysterious company, that’ trades about: 
$10 ibillion “of. -commmodltes’ajyeari= 10/1981. 
Mare!Richowas sald; by ‘commodi ty,:trad 
to be}the:: ventory’ / buyer: behind Mal 
any pone he o reine tihimar, 









‘]iHowever,-he! and “Mr: Green‘are: frequently! 
conithe go-s'It's: amazing | how: ealy. te coe 
*plefcan “bei seenat’so ieee S, 
ghee eter aS Pe 
: buying 2 and ‘Selling: physical pr eomelten ne 2 
= tieluding” -erade.g oll: i'products,*metals, ‘ores' 
tg: |iand: grains~ Its. margins ‘usually’,2 are\smpall | : 
tithes cai aceasta: ee Fionn 
peels cumstances,” haa 
| aceon A Tolga 
* LAY fr pt a te! Y Sep h Ae et 
Ina BiasloncPr0be “i % eee ‘Controlled! ne noir Rico mitts ol 
E She ‘grand jury is'investigating whether, | twentieth’ Century-Kox :Flm: Corp: n19814 
Mare: Rich:evyaded.U.S, taxes." “Intaffidavits, Denyer.oll, aN Marvin Davis" long:! 
sand transcripts of oral agruments b before the'l time’ associate’ te! 0} Mr ‘Rich, Pic purchased thes 
"court, government’ attorneys * “says thatythe: others halt.ce es recto a 4 
“company: structured ‘resales to'its.U.Se “subs, ‘Sults and: Count eaves 
isidiary, to idirectsmore, “than >*$20¢ mit og a Unpe'iate fest twist IR 
i1eOwUS, theo ery Swiss paren a ae pata est twist J 
Pa SOY cues ies abe 
ae ent adtdats" O68 bt ‘Sf against th 
-attorney fn-W.S:- District’ Court; suggest,that.])' Sc Ayawy 
hee subs = aie anit rite {orl 
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sted, Te ‘One!of/ MaresRich's: Principal; 
pee “ Crase! thadst recelvedia' grand grand: jury! 
RY asking for-records' ‘relating to’ 
PRich’ sitrading “actiyitlese swe" a 
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yequaled mi 1 
tal crude oll to 
tony. Yet! ther US gibsany ist sla  days* 
miDion’on, the. resale’of: the-oil:in-the- USS German-Jewis 
thecagent saldiai4t yar GENER eee Son, 
RS eared ee waciat Sa 
us Green, who p 0 ses Phibye aders! 'say:Mr.. Jesselson spoke’ 
metals’ for, Phibro orp.s “now. Known as: “PhE?} ‘of, »MrsRich asia +s (sons Mrs:Rich \attended 


a Is 
bro/Salomon . Inc. Cz before. forming: Mare:| family bar. par mlteralis and often was a dinner: 
gatithe us Riverdale HNL 
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nities concern." Perc tas 


ear ESE ta ee BAPE pe wna 
& t? 9 





glee 
ey * 










. eS 






A te When Mr Rich” w ae (rastensad 

“zerland} office sald that: ppg and ee dike deroped Eins ‘oll: rite bust; 
Green were.at’ the: “company's héadq uarters: ess;and" bi elped genabley the: “Company ‘tol 
-theré! She Said they were In ‘“imeetings'?-and" ‘make huge: profits “during: *the?i973: Arab all: 
‘couldn't, respond: to* telephone & calls.* Mrz embargo. However, Mr-* Rich ‘demanded, a' 
‘Rich's: ~secretary; in-New ; York’ "declined to" bigger: bonis’ th qhan. Zphibro, was willing*.to’ 
t say whether Me Rich, planned: Fetumn:to, give, “and! he quitygesgee Me Sab hee 

















H PF PAG ule LP Mr. ‘Rich’ has- lured: away ‘more’ than’ 100; 
raders, : 
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(Mount Clipping in Space £ Below) Leena ss terry: 
ie ei Poe THe order by Judge Sand was issued; : 
See 4 SEE AS TELE ED ME TZ “ida attempt toobtain the first SU mil:, 
a ap ee leerote $60, tis 
‘= posed 0 ‘én Rich om Tine 29. ‘for. the coms! 
< pany’s. refusal: to‘tium: ‘over business's “4 
; ‘records subpoenaed’ by pve Festal 
d'jury?Rich was also held in con: k 
empt of court for falling t6 cooperate, ' 
<f with the paneli which since last:years: , 
aH! Ee sbeen Unvestigating\ whether thes ae & 
tt EA Co orporatlon: violated > United States  o ly 
i Ievaa erat junit Ger Bel - 2 
is itation Ap mipany beg cs peace ie cui (indicat 
ig snjThe company h dicate page, name of, « 
Gol sre oe oun a newencnger crt cnd-attta) 
{3 d for Alig: 828 tases ieee * 
; ESTES Ate The} ‘United Stats attuneys 3: “ottices * wv EY ve Kite wa“es 
pawns ree aired #8 said3itvlearned ‘last Wednesday, that aa 
QAT A qeethe: “assets ‘of:the,United:States coms: Basie ES s $e 
‘ batiy.yvere’ sold 00'Clavendon: ‘Clarenes edd aged 
{don is owned by. the major partners of’; 7 
‘?-Rich; with the exception of Mare Rich > 
Xxthe‘head,{andsPincus:Green,;a; closest - - “he z ele seni tees 
{iyassoclatel-Mr. Welnberg\ called; this 5 oe MEE 
yous ssaleé {fan stort to fraudulently co Davey 
aes 3 see at gam: rasset: or‘ thé :purpose‘of. avoiding». 
: By MDH ERES ; et “the enforcement, of ejthiena judgment — 
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By ERICN. BERG : 








Under Intense Government pres- 
sure, Mare Rich & Company A.G., 
one of the world’s largest commodity 
traders, agreed last night to turn over 
documents subpoenaed more than a 
year ago by a Federal grand jury in- 
aes the company for tax eva- 
sion. 7 
Ina brief hearing late yesterday af- 
, ternoon in Federal District Court In % 
> Manhattan, Morris Weinberg, an 
Assistant United States Attorney, 
sald Government prosecutors and 
lawyers for Marc Rich A.G. had 
reached a preliminary agreement 
under which Marc Rich A.G., based 
in Zug, Switzerland, would tum over 
the requested documents within 14 


days. 

Until yesterday, Marc Rich AG. . ' 
had_ steadfastly refused to produce ™ 
the a ee $5, eer oe in- 
curring fines of $50,000 a day imposed 
by a Federal judge, and some of its 

nited States assets held by banks 
and other companies had been frozen. 

After the hearing, lawyers for both 
sides drove to the home of Judge 
Leonard B. Sand, who is presiding in 
this case, for his signature on the 
agreement. They would not give de- 
tails of the agreement nor would they 
say whether it would end the fine that 
the judge had imposed after finding 
Marc Rich in contempt for not honor- 
ing the subpoena. 

The grand jury had requested the 
records of transactions in an investi- 
» gation into whether Marc Rich’s 
American subsidiary evaded some 
eas ipaie rae 

e price it paid the Swiss par- 
ent for oil: M0 

Additionally, Government prosecu- - 
tors were threatening to seize virtue 5. re ee 
ally all of the company’s United : ee 
States operations If it did not comply 
with thelr requests for papers. at 

At the same time, Mr. Weinberg |> ela 
said, the agreement left the Govern- |. 
ment “fully protected” against “‘the )° ‘ 
dissipation of assets.’ Government a ” 
officials have been concerned that 
Marc Rich A.G., to avoid having all of. 
its United States property frozen, 
would begin siph assets out of 
thecountry. 

Their concern stemmed from the 
fact that on June 30, one day after 
Marc Rich A.G. was found in“ton- , 
tempt of court for not complying with, | 
the subpoena, the company secretly” 
sold its United States operation, Marc ‘ 
Rich & Com International Ltd., 
to Clarendon A.G., a new concer led 
by some of the principals of Marc 
Rich A.G 
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a 6 ewe of 


Open! 


“We belleve we are very close to * 4 
reaching an agreement under which 
the Government will be fully pro- 
tected against the dissipation of as- 
sets during the next 14 days, during 
which Mare Rich A.G. has under- ~v 
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Officials Cite | 
‘Traders’ Fears 





By ERICN. BERG 


—_——— 
. Mare Rich & Company A.G., one of 
.« the world’s largest commodity 
traders, agreed to hand over docu- 
ments pa ap more than a year 
ago by a Federal grand jury because 
of rising fears among the firm’s cus- 
tomers and suppliers that the Govern-. 
ment was preparing to seize the com. 
pany’s United States operations, ex- 
+ ecutives familiar with the case said 
yesterday. ot - 
Marc Rich still refuses to discuss 
the accord or anything about itself. 
However, the executives, now head- 
a firm that once was a Marc Rich 
subsidiary, took it upon themselves to 
; tellthestory.- : i 
:To hear the executives tell it, their = 
firm, Clarendon Ltd., no longer has * 
. any ties with Marc Rich A.G. 


Three-Hour Interview 


- But In an interview yesterday, 
Peter F: Ryan, Clarendon’s chief .. 

. financial officer, and Willy R. Stro- 
thotte, the company’s president ani 
chief, espera officer, spent 
hours expl why Marc Ri 
bowed to the Government’s pressurd , 

«in agreements signed Friday. . 

According to the Clarendon execu- 

_ tives, some Marc Rich suppliers were 
concerned that they might not get 
paid if the assets of the Swiss-based 

- commodities trader were frozen. 

Marc Rich, cognizant of that pres- 
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" #o the Government rather than isk 
to the Government rather s 
ancie CONTAINED - further damage to the firm, the, . nee Mf : 
ap FAgTON : Clarendon executives said. +e geet 


) “While Marc Rich did not lose busi Ss-- s+. nonce Jo 
ness because of the publicity, the ex- 
ecutives said, the events had caus ; 
both buyers and suppliers of meta : vanes 
traded by the company to “ba aos 
away” from Marc Rich and “‘p: 
. with caution.” As a result, they said, ES oe B® 
Mare Rich decided to end its year- af ees 
« long struggle to resist the request for 
documents. “ Sec 
+ “They have now conchided that itis 
in their interest, froni a financial and 
‘reputation point of view, to comply,” 
said Mr. Ryan. * ‘ 
Mr. Strothotte, formerly the head 
‘ of Marc Rich’s metals and mizerals  _ 
: unit, sald, “They have decided to, be. 
. pragmatic rather than dogmatic.” 
It was not immediately clear why 
Clarendon chose to’ speak on Marc 
: Rich’s behalf. But Mr. Ryan said he 
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Out of the Shadows 


Big Commodities Firm 
’ Is Suddenly Propelled 
Into Public Spotlight 


Court Fines Mare Rich & Go. 
For Withholding Papers; 
Huge Profits in Oil Deals 


Did It Really Sell U.S. Unit? 


By Steve Murson and Rocer LOWENSTEIN 

Staff Reporters of Tue Watt Street JouRNAL 
» Though little known, Mare Rich & Co. AG 

. Yanks as one of the most powerful compa- 
nies In the world. 

Operating through an international net- 
work of traders, the Swiss-based Mare Rich 
Sells more oil than Kuwait, more. copper 
than Kennecott and enough tin to put a can 
in every kitchen in America. With annual 

, Tevenue exceeding $10 billion, it {s one of the 
few companies that can and does sway mar- 
kets. During the oll panic of 1979, it helped 
bid up petroleum prices, and in 1981 it 
teamed up with Malaysia and doubled tin 
prices despite a depressed world market. It 
trades commodities with Iranian mullahs 
and Angolan Marxists and, on occasion, 
sells arms to Third World countries. 

. For years, it carried on all this wheeling 
and dealing in-secrecy. Even when it pur- 
chased a half-owner 
ship of 20th Century- 
Fox Film Corp., the 
public didn’t know the 
identity of the “mys- 
tery buyer” for 
months. 

But now, the big 
trading house has 
Stumbled on some un< 
wanted publicity, and 
§ts penchant for se" apis 
crecy fs threatening ¢ ‘ 
the survival, of its/558 > 
hugeand_cruclal— 74729 N 
US. subsidiary. The 226% fst 
US. government has Mare Rich 
argued in federal district court in New York 
that the company’s U.S. unit paid Its Swiss 
parent inflated prices for oil, with the effect 
of siphoning $20 million in 1980 U.S. income 
out of the country and helping set up a 
“massive tax-evasion scheme."*- 

Thus’ far,:the: government’has reliedion 
records of. the'U,S. unit’and’on information 
gathered by a Federal Bureau of Investiga- 
tion agent, who apparently interviewed 
Mare Rich employees. In April 1982, the U.S. 
subpoenaed from the Swiss parent docu- 
ments that it thinks would buttress {ts 

+ case~and, incidentally, would make public 
& great deal of information about the com: 
pany. 

However, Mare Rich balked at turning 
over such records. It argues that although 
its two arms have the same boards and own- 
ership, they operate independently and 
trade only at arms’ length—that {s, only 
when the transactions suit the business 
needs of each and not as part of any scheme 
to avold taxes. Marc Rich’s attorneys also 
contend that the parent company, as a Swiss 
corporation wholly separate from its U.S. 
unit, fs exempt from U.S. subpoenas. 


Heavy Fine 

"Because of its refusal to give the docu 
ments to'a grand jury, Mare Rich has been 
In contempt of court since June 29 and sub- 
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to avoid taxes. Marc Rich’s attorneys also 
contend that the parent company, as a Swiss 
corporation wholly separate from its U.S. 
unit, is exempt from U.S. subpoenas. 
Heavy Fine 
"Because of its refusal to give the docu- : : 
ments to a grand jury, Marc Rich has been 
in contempt of court since June 29 and sub- 
ject to a $50,000-a-day fine while it appeals a 
federal judge’s refusal to vacate the con- 
tempt order. Thus far, it has paid $1,350,000 
in fines. In addition, an assistant U.S. attor- | 
ney, angered by the company’s stand, has | 
“frozen Marc Rich assets held by a score of 
American banks and customers. . 
And at least one federal grand jury and 
the Energy Department are investigating 
whether the company violated federal oil- 
price controls during the 1970s through a 
complex series of trades that doubled or tri- | * 
pled prices to oil consumers. The trades are 
estimated to have involved up to 30,000 bar-* 
oe a day over a two- to three-year pe- 
riod. 
With the legal battles escalating, the two 
men behind the company have left their 
homes in New York, apparently to ride out 
the storm in Switzerland. 
The two—Marc Rich, an intense, urbane- 
looking 48-year-old, and Pincus Green, his ran 
longtime sidekick—differ markedly in style. 
Mr. Rich lived in an expensive Park Avenue | - ~ 
- apartment building, Mr..Green in a modest 
white stucco house in the Flatbush section of 
Brooklyn. Mr. Rich, the more worldly of the 
two, was born in Belgium, but his family 
fled Europe during World War II. Shortly af- | 
ter the war, he was naturalized as a U.S. cit: 
izen. In 1952, he graduated from Rhodes 
School; a private institution in Manhattan, 
with a 75% average. He then studied mar- 
keting at New York University but didn’t 
graduate. . 
Close Relationship . 
At the same time, Mr. Rich went to work 
for Philipp Brothers, then a clannish group 
’ of mostly German-Jewish metals traders 
and now known as Phibro-Salonion Inc., the 
world’s largest commodities trading firm. 
Like other Phibro traders, he was a frequent 
dinner guest at the Riverdale, N.Y., home of |. 
Ludwig Jesselson, then the firm’s operating 
chief. “Even then, he was different from the 
others,” a former Phibro trader says. “He 
always brought the most fantastic gifts—a 
Polaroid camera or a crystal bowl.” Mr. 
Jesselson spoke of him as a son. He sent 
him to Bolivia and then put him in charge of 
Phibro’s Madrid dffice. 
In the early 1970s, as oil-producing na- 
tions seized their oil fields from big oil com- 
panies, Mr. Jesselson saw an opportunity for 
-“a middleman in the oil business. Mr. Rich 
and Mr. Green parlayed contacts with Iran- 
ian chrome-ore traders into access to Iran- 
ian crude and, almost overnight, helped Phi- 
bro become the world's largest oil trader. 
During the 1973 Arab oil embargo, Phibro 
chalked up tremendous profits. Mr. Rich, by 
then a contender to succeed Mr. Jesselson. 
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7 Thies ‘With pee the’ Sse firm’ ‘was ‘known! fo have 
relationships. - « aa So ed 
Marc Rich, ae nine years ago set up the’ ak 
ing-firm that bears his.name, is‘also a half-owner- 
of the company that‘owns Twentiéth Century-Fox-}- 
Film Co. Rich and: associate ‘Pincus Green,. who, 
had directed the secretive, $10, hijlion ‘trading em-, 
pire from New York, reportedly rove, to Swit- 
zerland in mid-Juner’ 

The documents” seized Monday night’ were 
owned by Glarendon Ltd. AG, which was Mare 
Rich International, Ttds until’ June’ 30 when the, 
subsidiary’ jas “surreptitiously, sold by the-Swiss 
firm to three of its five previous owners. 

Assistant U.S. attorney Jane Paver told Sand 
yesterday that: prosecutors - -had received informa- 
tion: that more documents were'to‘he shipped: to 

ra Switzerland last night. 

Prosecutors ‘would not indentify either the 
Clarendon employe who was té accompany the 
documents nor how the government was alerted to 
the shipment. Parver told the court that reserva- 
tions had been made-on several different airline 
flights to Switzerland | Monday. night and that |) 
when the Clarendon employe was approached she 
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not to talk to government lawyers. ‘f ; 
f Fleming said he appeared at the hearing as the} 





“alter ego’, of, Washington attorney, Edward Ben- 
net Wile Sad and Said, Williains, had asked that?) 
day) hearing be postponed hecsuse he’ could, : 
~ not Steud ‘Sand held the hearing anyway. @ 
Williatist “represents: not} tonky Clarendon® id, Ap 
but’Mare Rich and his associate Green. 
Green and:Rich were’ the only. qwners ‘of. the, 
New York ‘subsidiary:‘that aré, not owners. of 
Clarendon, according ’to'; -Assistant* “US. cattorney 
Morris Weinberg, who: ‘has headed: ‘the."govern-: 
‘ment’s efforts in the tax investigation. The-sub-' 
sidiary was a U.S. corporation. Clarendon is Swiss. 
Sand ordered Clarendon’to, produce’ every: doce} 
ument subpoenaed hy. the ‘grand jury’by noon to-, 
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law§-to .inore’ lightly. ‘taxed’ “Switzerland, Because ‘|: 
grand ijury- investigations are: secrets: ‘prosecutors:|" 
have: -declined ‘to Aliscuss the, exact! ‘dimensions. of 
the’ investigation. Pe ae 
Tn.batling the federal subpoena, tha’ Swiss firm}}. 
irsvargued ‘that, US.courts | had.rio.jurisdiction i in 
Switzerland” ‘an arguinent;'rejected by'-a ‘federal , 
“ gaappeals: court and the. Supreme- ~Court: “The: firm ; 
. later. invoked’ ‘Swiss, secrecy laws, : but frat Tee, 
Tube: 
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Judge Bars Marc Rich Délay: 





‘ ByERICN. BERG 





arc Rich & Company Interna- 
itl Lid:; the commodity trading 


firm that has spent the last year anda 
half resisting prosecutors’ requests 
for subpoenaed documents, 


wester:, 
day asked, 2 eet judge. for.12, 


maoredays ta produce the documents. 
But in a court hearing, a visibily ir- 


»ritated Judge Leonard B. Sand re- 


jected’ the request. The documents 
had been subpoenaed by a Federal 
grand jury investigating possible tax 
evasion by Mare Rich & Company 


A.G., which was the parent firm of 


March Rich International. 

Instead, the judge ordered Marc 
Rich International to turn over all-re- 
quested documents in the United 


States by the close of business yester 


day. 
And he gave the firm until Monday 


‘morning to produce any remaining 


documents under subpoena.-Most of 
the other documents are in Zug, 
(Switzerland, where Marc ‘Rich Inter- 
"national had been based before it was 
sold and renamed Clarendon Ltd., it- 
self now based in Zug. 


time 10 AM. Monday, New ork 
ee dociiments must be int 


the jud a gesaidat ata shearing ati 


Pelle plates Come - House jn lower. 


aries Documents to Court ' 


It was not immediately clear if 


Clarendon had complied with the - 





’s request to relinquish some 
doci\ments yesterday: Sources close 
to th? case, however, said that about 5 
workmen began hauling boxes 

ents from Clarendon’s 650 
“Fifth Avenue headquarters to the. 


courthouse in Manhattan. 
, Prosecutors and defense attorneys 
spent more than an hour yesterday 
fighting over how long it should take 
to produce all the documents. The - 
Government began subpoenaing the 
papers in March 1982 as part of its in-. 
vestigation into whether Marc Rich 
A.G. had used an oil pricing scheme * 
to reduce its 1981 United States in- 
come taxes. 

‘At one point in the hearing, Peter 
Fleming Jr., a Clarendon attorney, - 
suggested that it would be imprudent 
to heed the Government’s request to 
transport documents-from Switzer- 
land without photocopying them be- 
cause the documents could be lost. 
“Suppose the plane crashed,’).Mr. 
Fleming said. * 

“J think one. way to avoid that 
would be to: have Mr. Fleming on the 
plane,” responded Jane W. Parver; 
an Assistant Upited States Attorney 
in charge of the Major dane unit. 

“I don’t want to take that risk,” Mr. 
Fleming said. 


One-Day Extension s 


In making his order to produce 
some documents by the end of busi-. 
ness yesterday, Judge Sand in effect 
gave Clarendon a one-day extension. 
The judge had originally said that 
documénts in the United States had to 
be in. prosecutors’ hands by Tuesday. 
He ordered that deadline after United 


States agents, ac fa tatentent ¢ 
states agents, ig on 4) zolenE < 


Kennedy inernatl aL an a 
seized two. Hearer e med. 


Conte ae: 


under the {er the subpoena, 
“At yeste yesterday’s hearing, attorneys 


. 


* : had been unable to meet “hig Tublaag* sn 
deadline because. its clerical «staff 


‘Judge Sand 
vat be conse 
ed the 


simply did not have enough’ "time to © 
duplicate the papers. The attorneys 
- asked to deliver all papers, inand oe 
side the United States, by Aug. 22:~ 
ho. te or. Greer bys 

ae { eth ht 

““"We are nO! Nests ae here ,with ‘al 
mom-and-pop grocery store,’’ Judge. } 
Sand said. “We are dealing here.with~-! 
a -worldwide commodity-trading- 
firm, which, I have been told, uses tex, 
lexes, telephones —- in short, all‘the 
devices of modern communication.” * 

.After hearing a request from ‘ 
Clarendon attorneys that the attor- j 
neys be permitted to travel to Switz- ; 
erland, where Clarendon is- based, 
and assemble documents themsélyes, 
the judge said, ‘‘Ecan’t begrudge any- | 
-one wanting a trip to Switzerland.” 
But he added, “What lam trying to . 










neys B cate ed the 


suggest is that 99° percent of the docu- : 


ments in qu uestion can be produced by 
a reasonably intelligent secretary or 
clerk. It doesn’t require legal skills or 
your supervision until a later date.””” 
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eeprew, WEIwEs CLE IGEIVELS WHOLO GIS CLD LU SUE INS UWI LIT Und LOOX & 
ple t0 uecedencll the oat Since his departure, according 
le fe) 6 spot mar- ice de) acco: be 

nn and reseli {t to major United traders interviewed, Mr, Rich ha: 

States refiners at prices double the * been a vendetta ‘against is 


ich A.G. was Green, wi 





PuEEeS, a pe iy ar in the London- 
amen firm of LHW Fu. 
Philipp Brothers urged its 


before the revolution in Iran. 
‘And in early 1981, when falling tin 
ces threatened the economy of me 


{uence in world ay 
markets. A close friend of Abdul Ra- 


Richi 
in one of his earliest coups, was able 
m Aki, then the head of the Malay- 


to secure a contract to supply cru a 





_|ijespting to cut off oll cn Cres tothe number of eis tsa including Mr. . 


gta we 


shareholders, 4° according to to Peter F. 
Ryan, the chief financial officer of 
Ciarendon Ltd. “ty 
Clarendon Ltd. is the new name of 
. what had been the subsidiary of Marc 
Rich & Company A.G. that 


Prevailing worldrateof$l2abarrel. former employer, instruc em- 
‘In 1979, when a shutoff of Iranian ployees at times ‘to take ones ob oe oe plo arp te Nye 
le again threatened domestic oll trades if it meant stealing business oC Gr cniota oy swithirland as & 
-  gupplies, Mare Rich A.G. eared from Philipp Brothers. Stories pubsidicry et Mere Ric, AG. ork. 
Huge ge premiums — as much as ues a abound of the two firms hiring Tati to handle trading notivities in’ 
lustry sources say — “moles” to spy on each other ag of © the roa Als Stas che 
supplying the Atlantic Mienttcld Com. lotting to hs away each others’ . ccording 
pany with Nigerian crude that the ey traders. ‘ 
mmodity trader had contracted for , On ne occasion, according toJohn. .. But on June 30, one day after Marc 


Rich A.G. was found in contempt of 


court for not complying with a sub- 


poena by a Federal grand jury inves- 


ja, Mr. Rich demonstrated his bankers not to provide credit to Mr. * tigating the company for ible tax » 
"g fledgling firm. But Mr. Rich, gating the Swiss parent # . 


ted, *, 


t_ sold the. be solved, through contacts 


Swiss See Accord on Seized Papers — 


- 


Sy JOHN TAGLIABUE 


Pc ie oii Goneks 

BONN, Aug. 17 — Swiss Govern- 
ment officials satd today that they be- 
leved agreement could be reached 
with the United States to secure the 
release of documents of Marc Rich & 
Company A.G, that have been sub- 
poenaed in a Federal grand jury in- 
vestigation of the company. 

“We believe that the problem can 
, through 











United States operation to Clarendon ™ talks," gaid Jérg:Kistler, a spokes- 


Be & new concern run aby some of* man forthe Swiss justice mints 
Bern 


try, in 


¥* 


Bern had “‘no know! 

A bag br 

to pe vie the Justice Dentin 
ler a | 


coumerinaeieaed in 1977. 


* Mr. Kistler sald Switzerland was ‘ments fo judge whether the Govern-~ 
to give assistance incaseof ment objected to their 
tax fraud.” But he said officials in abroad, hesald. 


.Few Requests Denied 


jes 


Swiss officials sald that.of the . 


eellotatics eaty bets early 50 requests for aid under the 


S77 treaty, fewer than a half-dozen 
fused. 


The treaty has applied to tax eva-' hadbeen 


sion cases 8 en He wns exparced by A 


+ Swiss statute enacted Jan. 1, hesaid. - 


Asked ne bl barca mary 
respond to ano ues 
Price would depend en the’ 


He a ceahe ane denied that Switz 
pr lg to conceal Ulegal a 
“Tt is not a question of protecting 
: peal he said, “it is a ques- 
ono 


Suiteerland’s penal code prohibits 


“ Swiss-based companies from deliver- 


procdhe ripheral with confi. 
tion” relat- 


lal econamic 
ingt third parties, 
case of a request from United 
States officials for the documents," 
Swiss officials would review the docu- 





. Mining Corporation. oe state- oll to Atlantic Richfield. With - the principals of Mare RichA.G. 
_ sare lived y Mr ‘olan So ey pweipbee fe wired the bari at yh owner © Soe as But the officials could not say how 
” eee wend cages Apa fom ermine rand prev te mang wir of "ergo babe i nora 
© prices. The plan . ver, Mr. q i 
‘Richa considerable aniount ofmoney has a reputation for being a quick- : thotte, the president aA fo conte Swiss paoncutors pe gtd bak 
Unlted "States teppe igehrog Courages employees totake chances,” gape don, was the head og Tand. ase RMICEE 
eco its own stockpiles. “The secret of success in this busi- Marc Rich. "PE inited States court has ordered 
ut these dealings, Mr. nessistospottrends,’saldGerardF. Clarendon officials have [nsisted the co to turn over the docu- 
his firm have remained in- Cerchio, the president ofSunInterna-  ghat their 1s t, ments toa Federal grand jury inves. 
Bch an secretive. Honoring a tradi. tional Inc., the trading arm of the Sun wpany Aes ury 
tion of confidentiality dating to 16th. Company. “Mare Rich spots trends ‘Pinived States Attoreon hes caileaghe tang tr her poasitin taecvasion: 
obatury: Venetian silver merchants, quicker than anyone I know. He is ae 
« tbwy- have refused to disclose the alsoa bigger,risk-taker thanotiters.” «- ‘ . 
' names of customers or suppliers or Shih ives hour days in an indus- f 


details of trades. Mr. Rich, who has try where change from coat 
maintained an apartment in Manhat- to minute, Mr. Rich is said to take 
*. tan and a home in Lido Beach, L.L., .unusual interest in his staff, traveling 
t has left the United pope for Switzer. often, visiting staff members in re- 
~ lend, as has Mr. Green. Both men mote trading outposts to let them air 
Have refused all requests for inter- theirconcerns. 


views. 
,‘The secrecy surrounding Mr. Rich recalled an occasion in which Mr. 
‘ thnsarly as ay as cyan cage io Rich, aby i. pr ee York office, 
ealings. It is known stop Ip a secretary 
Mt."Rich emigrated to the United torepaira typewriter. 
+ States from Belgium when he was “He went over to see if he could 
about crt band toescape the Nazi help her,” the executive recalled. 
tion of Jews during World He ls Jost very peunittve toe pees 
ar‘II. Mr. Rich’s father, David aroundhim.” 
, a maker of burlap and cotton And, his associates say, he has 
begs, worked at the Melrose Bag and maintained his modes esty. 
Burlap Company of Manhattan. “You wouldn't know Mare Rich 
i According to school records, Mr. from a $30,000-a-year bank execu. 
+ Rich attended Forest‘ Hills High tive,'’ ‘sald Mr. Hughes, of LHW Fur 
i’ Schbol tn Queens but later trans. tures. “There is nothing ostentatious 
ferred to the Rhodes School, acollege abouthim.”’ 
+ P tory institution on Manhat- | Commenting on the fact that Mr. 
tan's. Upper West Side, where he Rich wears a relatively inexpensive 
m ed a low “B" average. He was Seiko wristwatch, Mr. Hughes said, 
president of the French club, andac- ‘‘He fs just not a high-profile glamour 
to his report card, was ‘a boy.’” . : x ‘ 
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One One commodity industry executive 
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ted de et 


‘ing qn.information that 
evaluas: ‘ reached 


» Mr. Kistler said Switzerland’s fed- 


eral prosecutor ordered the Mare 
Rich papers selzed last woekerid, act- 
had the con 
an agreement to dg 

them toa New York court. hei 

He sald tho pa 
in the justice chad rey 
were unavailable it wens he Rich ene 
pany executives or 

The case is viewed in the Swiss 
capital as the most recent in a long : 
struggle between Switzerland and the 
United States over Wi ’8 fre- 
para a t of Swiss companies and 


ents, 

The st io has led to several 
agreements een the countries, 
including one parce last year in- 
volving stock market trading on in- 
‘sider information. 
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Since his de; » according to 
traders interviewed, Mr, Rich has 
been waging a vendetta ‘against his - 
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what had been the seneaty of Marc 
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vs SER ST cS Ta i 
Is Turning Sour oer 
& % “substantlal number oniman i 2 
cr ; 
r Marc Rie. | 
spatinoed From P purposeful, ctively creative boy with" Sascnies pei 
: Firsi Business a creativ ue Bh. » 
: rat a strong commitment to moving Izy oven ae ee Richep'ss! 
Ropplag a commercial Jet ust before’ ahead.” sr MareRich Company modites }1 703 Rotterdam : 
bs {ras to talee off for Switeeriand, * After graduation, Mr. Rich enrolled i Internasonal; sold and current Rats ore 828 Natheranda eee 
reper circulating that at New York University to study mar- € x PEIRCE es % Hedin duly 083 bud tis 2 So Pe company ir a § ! 
Mare fre Rich A.G. may have aszed tho keting, but he never graduated. # Highams Cot its $e abet isd bats pany acquiredin: ais 
tied Ke 0. to seize its apne He aa ats. ajobat at Philipp Brothers Panamantin< ation ‘ SAS Se aia batts Ss : 
Inc., w e trading arm By : : 
bt go Monday, he ae tarontened 3 of "bilbroSelomon in ia Pai pune a ineey merchant 23: mtr oe : 
down Marc e CP ati eR OO RE IO. , . wt, ‘ : Ye : 
operations if the commodities tight-knit g bats ing ot Fe. Century Chartering 205 ‘ Siiss = ‘Sara ings oe foc mE: é 
does not deliver the paper, metals traders took him pe Res their ; < a Be Sea és company company Be j 
Na Billion in Trades wing and taught him their trade. foe Peek she Bd ree ions oe me : 
‘Thw company’s operations are ex- Considered a Rising Star of Firm me cee ; 
tensive, Last year, according tocom. ult Rich became the protégé of ASS AY a oe beac) Y pe os company <6: ; 
wtitors, Marc Rich A.G.'s 450 em- Jesselson, then the chairman Sunn Stee - oe t 
teicher hg ty er baacbetpd hse and And chet executive of Philipp Broth. le agit de oe a -3 a : “ ; ; : ; { 
on Wo! " and soon was led as one SOOT PIRI AE Tee , , ‘ 
hodlities, including aluminum, baux- the trading firm Suits Mave ney ME) “Commission: Commoaty F ‘ 
Soret it sano Duce ee rico 
our, 2 ASI A in SOE ERIE ‘State of New York, Delaware and . 
Inited States, Marc Rich & Company Youd teach him something, andi; , Mare : ads esac Rich wAES he Tents; Clert'a office ol New York ‘ 
nierational Lid, with 209 employ- he'd learn it the first time —no ques. - Ex Comoany Export aces Vin oe Sos Company now 422 County, and Pater F. yan res 
Jeg in New York, Chicago, Pittsburgh tions asked. He was just an astute, 4 States Co! Companys United States company ¢ ' ‘ 
ind Detroit, traded another $1 billlon. very knowledgeable trader.” mae groupsss) ae iach aca : : 
considered together, the firms were Inan industry filled withyoungmil-y |; A a nats ae rae 2 nactiv HOG: x HS z 
econd in size to only Philipp Broth-  jtonatres, Mr. Rich was also known as * een AG ee 
reaver trades more than $25 bil- & modest man, despite his talent for Seseiehan ehold erate eS aceeet 
Marc Rich International was sold re In 1973 and into 1974, Mr. Ri oe -_ ae , Ri 
fun 30 to Clarendon Ltd.,acompany gotiated a series of deals that . j 
rbaceea stots hy epee pester her 3 
rom Philipp. A co-founder of the oi!- 
Hel edie cour srereee Inde ah f. Cl d t Ce ter of I qt y ! 
“Mare Richhas itsheadquartersina pate division at that firm, Nn é Sn erice O. ar endona nter Of £N uur 
Sa eee ee poeroe lions of doin by parlaying ying his con. \ 
arming ts ‘ ; pais ae 
Tn that Is home to a number of large fupetiors into ofl peor theoun. . A key issue in the investigations ae an effort to fraudulently convey affiliate are_cons B$0.Te: aed fe ciel eile aaah sige : 
prpo rporations because of itslow taxes. tries that included Iran and Iraq. surrourding Marc Rich & Company as aed do Interna onal avolded Federal taxes 7 
trtyately held, Marc Rich A.G, does, while other traders scrambled for A.G., one of the world’s largest com- ~ e Mare Rich A. G. still guarantees the ments. y fae tak ring “" a ‘abo 
iot release financial results, But a re- supplies during the oll embargo, Phi- modity traders, has been the Inde- borrowings of its former subsidiary, million lomestic income 0! re 
‘ent magazine article estimated Mr. lipp Brothers had all it needed — pendence of a company that at one accor€ing to Mr. Ryan, who was toits Swiss parent. 
Uch’s own net worth at$150million. thanks to Mr, Rich. Asa result, under time was a subsidiary operating in previotsly with Mare Rich Intema- ‘There Is no public evidence that the 
..Mr. Rich !s co-owner of Marc Rich philipp Brothers’ incentive pro; _the United States. * tonal. Government is investigating transac. 
WG. with Pincus ¢Pinky) Green, w! Mr. leh ch earned a bonus ex The Marc Rich empire encom; _ Mr. Ryan and other Clarendon ex- fercorporateo tions involving the Richco compa- ; 
» Rich's longtime passes dozens of corporations’ in  ecutives also continue to work for and . Companies. nies, even though they do business in i 
iipineds associate. ret with Mar. a Over Bonus s numerous countries./The companies out of Richco offices in New - In the affidavit, Mr. stated « the United States. Officials in the i 
Ta Pat8 8 Caste ilies, Mr, 5 Rich > isp are closely held and information although Mr. Ryan said-the ft iS investigation into iS Ste oll United States Attorney's Office for 
tere a@ contro interest In the __ But the bonus was never paid. Ac: about them Is difficult to obtain, byt javetichal overlap between C a 1980 “be, Rich the Southern District of New York, 
; Fox Fil n Corporation, cording tocurrentandformer Philipp they operate under the umbrella af donand Richcois minimal. oaM Ree | oe © donal-wh inirine 4 fe 
oer yen wprivate bromers employees, ine lirm’s Man two parent companies: Marc Rich & _ MareRichA.G.andClarengonalso A. G. are internal who are conducting the grand jury 
pac: sald ¢t “no single person oes have headquarters in the same build- found that International sustained a vestigation, declined to comment on 
otuigta, Coupes . & seven-figure bonus.” pany nie ~ com Py toe age ing in Zug. loss of $110 million on sales of more any aspect of the case. 
chA.G. attalneditscurrent What is more Mi Rich, who had tlles corporatian. ase r ited than $300 million worth of oll it had Mr. Rich, who is reported to be in 
heer Gegecsiac © een on a Sane” coir © 
caps t illustrate 0 Jesse! was to! the « entand then . 
Hof ia traders and the influence of would not be getting the top spot. ke ——— samest = Another affidavit by Mr. Lang, ac- tuma reporter's phone call. x 
» Rich himself, In 1973 and 1974, for censed, Mr. Rich left Phillop Broth. The parent corpora peigerbdcibeie . i 
ample, when Arab ations were at- ers to start his own firm and took a shicchoiders ‘according to Petes F.- 3 
ea Scates, on ae RI P eae Breen athe eaters: Including Mr. * Ryan, the chief financial officer of 
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It is the classic immigrant success. 
story. Speaking only a foreign tongue, 
@ young man flees war-torn Europe 
for America where, after an appren- 
ticeship in a business run by other im- . 
migrants, he starts his own firm and» 
becomes a multimillionaire. 

It is the story of how Mare Rich ~ 
Belgian-born Jewish refugée, a low 
“B” student in high school and the 
son of a burlap bag maker — became 
head of one of the largest commodity. 
trading firmsintheworld. «° 

- It is also a story shrouded in se- 
crecy, and one that has begun to turn 
sour, oo: o's. 

‘For. much of his childhood, Mr. 

Rich did not even speak English, let 
aan i arcane language of com-° 

es, « 


~-Extensive Commodity Knowledge 


Today, however, Mr. Rich, who is 
now 48 years old, speaks perfect Eng-. 
Hish and Spanish as well his native 
French. His knowledge of commodi- 
ties, gleaned from years of experi- 
ence at the old-line New York-based 
commodity firm of Philipp Brothers, . 
is considered unrivaled in the indus- 


“try. 

Largely as a result of this knowl- 
edge, the commodity trading firm 
Mr. Rich started in 1974, Marc Rich & 
Com) A.G, of Zug, Switzerland, 
has 4 me @ oe billion-s-year a 
ganization conside among the 

+ most influential and successful in the 
industry. Indeed, the first public chal- 
lenge toits reputation has the in- 
vestigation of the firm for engaging in 
what the United States Government 
calls “a massive tax evasion 

_ scheme.’ 

For almost a year and a half, Gov- 

pela rosecutors have been 
etermine whether Marc 

Richa. charged an artifictally high 

. price for oll sold to its United States 
subsidiary in order to reduce the sub- 


ws. 
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The elusive Marc Rich, seen recently athis hcihiet near Zug, Switzeriand, 


sidiary’s 1980 ‘Income taxes. Led by 
an Assistant United States Attorney, 
Morris Weinberg Jr., the prosecutors 
have subpoenaed hundreds of thou- 
sands of Marc Rich documents, in-. 


. Cluding telexes, bank statements, ac- 


coun records and interoffice cor- 
respondences. 

The Rich companies have resisted 
the subpoenas. At first, Mare Rich 
A.G. officials argued that they did not ‘ 
have to comply because the firm is 
Swiss-based. Then, last Monday, they 
said that Marc Rich A.G. could not 
comply because Swiss authorities, 
citing that country’s strict laws on 
corporate secrecy, had seized some of 
. therequested papers. 
Requests for Extensions , 


Until recently, Federal District 
Judge Leonard B. Sand seemed will- 


-ing to accommodate Marc Rich 


A.G.’s requests for extensions to 
deadlines for producing the papers, 


But in late June,’ J udge Sand began 
to put pressure on Marc Rich for the 
company ino June 29, ae found bated 


a $50, 000-a-da 
Rich A.G. un é subp 
ments had been surrendered. 

» On Aug. 65 it had appeared that the 
case was close to resolution when 
Marc Rich A.G., agreed to turn over 
the documents by the next day in re- 
turn for the Government’s agreement 
to lift a freeze on some of Marc Rich 
A.G.’s assets in the United States. 


But the dramatic late-night airport 
seizure last week of two steamer 
trunks crammed with documents 
subpoenaed from Marc Rich A.G.'s 
domestic unit has cast fresh doubt on 
the fens re i es 
prosecutors e. They gra 
the trunks and their courier after 
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| | FBW-ENERGY RELATED; 00: NY 


RENYTEL T0° THE DIRECTOR, ‘DATED AUGUST 19, -1983. 
RENYTEL REQUESTED BUREAU APPROVAL FOR TRAVEL’ OF SA 
FROM NEW HAVEN’ TO NEW ‘YORK ,CTHE WEEK oF > ee 
FOR RECORD’ REVIEW IN THIS MATTER. - a 
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HOW THE MARC RICH CASE SHAKES 
: HE SECRET WORLD OF THE GLOBAL TRADERS 


he tax troubles of ‘Mare Rich & | order to cut its 1980 U.S, taxes: by-r more | 

“Co,, the upstart Swiss concern, ~than $20 million. came eRNA 

have turned an uncomfortable The outcome is vitally important. “to. 
spoilignt on the shadowy world of inter- |_ous_blow. trading | more companies than Marc Rich. By 
national’ trading companies. Not the | partners and clients have veh S their { their very nature, trading companies 
least of the threats to the trading com-'| exposure é company. “Justly or not, { conduct business , simultaneously in doz- |* 

‘| munity ag a result of the still unfolding mony Gade houses have cut their trad- | ens of different countries, serying-a aa the |.» 

affair is the prospect that U.S. tax col- | ing limits with Mare Rich by 50% or | link between a copper producer in;Chil 
lectors will methodically peel away the | even 80%,” ls a Geneva broker. for example, and a refiner such’ ‘as:Ken 


secrecy that has been an indispensable Cat eR IT, 
P AGUIDEND 


lion, and 1,000 employees are scattered 
around the world in 40 nations. But the, 
.S. probe has dealt this er a seri. |: 





feature of traders’ dealings. 

But the way that global traders do a hea 
business is changing dramatically in oth- : 
er ways, too. Such factors as flexible 
exchange rates, lightning-fast electronic 
communications, and disruptive political 
embargoes on transactions that are their 
lifeblood are crimping the ability of 
these giants—some of which trace their 
lineage ‘fo"the great European colonial 
empiress=to cope deftly and profitably 
with wars, revolutions, or droughts. ° 

Most of the world’s big trading com- 
panies (table) are privately held and 
-guard their inner workings as if they 
were state secrets. “The reason so, little 
is known about international trading op- 
erations js that the boundaries between 
the U.S. and the rest of the world are 

’ 1 much less delineated for them,” says a 
consultant whose clients range from Ex- 
portkhleb (the Soviet grain trading com- 
pany). to Texas oilman Nelson’ Bunker 
Hunt. “The. whole area is so legally fog- 

gy ‘and the: competition is so stiff that it 
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necott Corp. or.an enier such as Wes: | 


Willy Strathotte, president of Claren- 
tinghouse Blectric Corp.. International 


don Ltd., which yas Marc Rich’s U.S, 
subsidiary until it was sold to some for 
mer employees in July, says the bulk of 
lost business stems from confusion over 
restraining orders that were sent to the 
Swiss company’s clients and banks in . 
the U.S. “A company of Jess size and: 


trading is a low-margin, chighwvohime 

business that is heavily dependen 

the expertise of individual traders: < -7°:}, 
A trader’s knowledge of a commodity 

and what affects its ‘price is‘crucial. A 

fraction-af-a-cent difference in the’. ‘bid 
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is inherently a yery secretive business.” 
“Not only secretive, but clannish. Mare 
Rich, a Belgian-born immigrant to the 
U.S., was viewed as an interloper when 
he started his own company in 1974 af- 
ter Jeayjng Philipp Bros., now the trad- 
ing arm of. Phibro-Salomon Inc. But Rich 
i exidenty learned his lessons well. In 
f :the ban ‘related upheavals 
in “tate la’ Rast, it was his firm that 
secured grade col? “and sold it for a nifty 
: profit bo ‘oil thajors whose supply lines 
had ‘been severed. When tin prices plum- 
| meted! ‘invthe early 19803, Mare Rich 
stepped in as.agent for Malaysia’ '3 state- 
controlled tin company, buying and 

stock i to push up prices. 

“Marc Rich and its affiliates an- 


Nene urn over $10 billion worth of 


crude and oil products, metals, minerals, 
and foodstuffs. Assets total some $1 bil 
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importance might not have survived. 
People were essentially afraid of being 
stuck in the middle of a conflict propa 
the government and [Marc Rich,” 


says. The orders were’ rescinded atten: 





Marc Rich agreed to produce gubpoe- 
naed documents and pledged its U.S. oil 
properties and its 60%.interest in Twenti- 


eth Century-Fox Film Corg. as collateral . 


against any fines. 

NOT JUST MiDoLEMEN. The firm’s meteor 
ic rise to prominence in oil trading was 
to some extent its undoing. In response 
to an industrywide Energy Dept. ail-pric- 
ing probe, Mare Rich’s U.S. unit i in 1982 
turned over the documents that have be- 
come the fodder for the tax ‘case, Strath- 
otte told BUSINESS WEEK. Now a grand 
jury is examining whetherMare Rich 
overcharged its U.S. subsidiary for oil in 


and offered prices—which can cha ga: ‘at 
any moment—may amount ‘fo‘a' fortune 
in multimillign-dollar’ fommodity } ; deals.’ 
In business contacts, adds Clarendon’s 
Strathotte: “The reputation of the indi- 
vidual is key. When clients think of Clar- 
endon and aluminum, they think of the 
man who's handling aluminum ye 
more than of the:company.; Seay 
Trading companids’ do’ more. tha 
merely’ act as middlemen* ‘in commodity 
deals. Traditionally,” trading : concerns 
have accepted. the: risk of owning com. [i 
modities—and that:.tisk “has increased + 
dramatically in the“past desafia, of of % 
heightened price volatility, floatin : 
rencies, and high interes t rates, 
international trade: opie 
tween the necessities"of a produicer and / 
a consumer," ‘Says: a. tea sompany Ve 
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USING THE FUTURES MARKETS TO HEDGE AGAINST PRICE VOLATILITY IS VITAL IN 
THE HIGH-VOLUME, LOW-MARGIN BUSINESS OF TRADING COMMODITIES SUCH AS OIL 


to Mitsui & Co. in 1978 after a disas- 
trous fling in soybean speculation. 
Mare Rich, by contrast, is based in 
Switzerland, whose laws bar turning 
over Swiss economic documents to other 
nations. The firm’s brand-new office 
building in Zug has been dubbed “the 
Dallas building” by the village’s 23,000 
inhabitants, who associate the blue-tint- 
ed glass structure with the popular tele- 












Johnson, former chairman of the Com- 
modity Futures Trading Commission 
(CFTC), is “a wonderful business idea 
that will bring the laws of different 
countries into direct contact on a daily 
basis....The possibilities of confusion 
are magnified immensely.” 

The ability of trading companies to do 
business across national borders goes a 
long way toward explaining their pen- 
chant for secrecy. Although many of the | vision series. As of Jan. 1, the Swiss 
trading giants are based in such com- 


Bilateral Judicial Assistance Treaty cov: 
merce centers as London, New York, | ers tax fraud, butithat country is irke 


and Hong Kong, the location of their n¢ U.S. government’s failure to in- 
headquarters is more a matter of tradi- | voke the treat j a . 
tion or expedience than of national ties. | zerland consider: led_ methods 
For Michel Fribourg, whose family has get swiss ¢ ; 


controlled Continental Grain Co. for gen- ]“€RASH CouRsE The ripples from Marc 
erations and who travels frequently be- | Rich reach beyond Switzerland. A Brit- 
tween the U.S. and Europe, “headquar- | ish government source says the case 
ters is in his head,” observes Harald B. | bears “certain interesting parallels” to 
Malmgren, an international trade -spe- | the CFrc’s effort to obtain documenits of 
cialist. He says that transactions are so | Alan J. Ridge & Co., a London coffee 
complex and fast-paced that it would be | trader that was the first company to 
virtually impossible for trading compa- | which Britain applied its 1980 Protection 
nies to operate if they were under con- | of Trading Interests Act. “If [Ridge] had 
stant scrutiny. yielded up its documents, it would have 
And that is the crux of the Mare Rich | blown its business worldwide because its 
episode. In general, the U.S. govern- | commercial confidentiality would have 
ment recognizes that commodities are in- | been compromised,” he adds. 
terchangeable and that trading compa- An executive of British Petroleum Co., 
nies play a vital role. But it does step in | which has had extensive dealings with 
when it feels that a company has used | Mare Rich, views the U.S. case as “an 
its foreign operations to circumvent | attempt to push U_S. laws on the rest of 
U.S. law. A federal grand jury indict- . This line of action does noth- 
ment unsealed in mid-August, for exam- handicap companies _in_ their 
ple, accuses Cook International Inc. of 
tax fraud by making “sham sales” and 
“sham purchases” of soybeans through 
a Swiss subsidiary, Maecom. The ramifi- 
cations in the Mare Rich case are likely 
to be more far-reaching, however. Cook 
was headquartered in Memphis, and 
though once a major power in U.S. 
grain exporting, it was forced to sell out 

























































































official. “A trading company that is mar 
keting a commodity in scores of coun- 
tries is in a much better position to ab- 
sorb inventory risk.” In addition, large 
trading operations will often finance, 
say, the startup of a mining operation in 
South America. 
ACROSS NATIONAL BORDERS. Other vast 
changes are overtaking global trading. 
New futures contracts in metals, oil, and 
financial instruments permit hedging 
against price volatility on a far broader 
‘scale. The drawback is that such price 
protection reduces potential profit. Marc 
Rich was recently rumored to be reeling 
from a big loss in Swiss-franec futures. 
«But a company officer shrugs it off, not- 
ing that Marc Rich actively uses the 
markets to hedge. 

The electronic dissemination of infor- 
mation has also made it harder for glob- 
‘al traders to “scoop” their competitors 
{on news events that affect prices. The 
Chicago Mercantile Exchange plans an 
‘Rifelectronic hookup with Singapore’s gold 
.¥{ exchange that could signal the begin- 

{ ning of argund-the-clock trading on or- 
ganized exchanges. That, says Philip M. 
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at most of the company’s clientele is 
equally sympathetic. Still, he says: “This 
[case] has really been a catch-22. After 
undergoing a crash course in the Ameri- 
can judiciary system in the past several 
weeks, I wouldn’t put my money on any 
of my predictions.” is! 

















FINANCE : BUSINESSWEEK/SEPTEMBER 5, 1983 81 














Nase 








[Jgh-1774 PF 


Tee ee CNR 


SEARCHED. (VEXED 
SERIALIZED FILED 










Faz 


ALL FORMATION ¢ q 
a 








| “Alle 31 1983 


FBImNEW YORK 


oh 
‘ . 
° 
7 « 
? ¢. 
$ <7 
* 
. “ 3 
} ! ; 
7 * ~ 2 cf 2 > Y > 
4 . 
* * _ ihe 
b! ra 
= ’ 
a 
«4 
3 - 
4 
~ 
A 





7 


e 





Form No. USA-33s~224-Grand ®, Subpoena Duces Tecum @ 


see UNITED STATES DISTRICT COURT 


SOUTHERN DISTRICT OF NEW YORK 


TO 
b3 


GREETINGS: 


WE COMMAND YOU that all business and excuses being laid aside, you appear and attend 
before the GRAND INQUEST of the body of the people of the United States of Anerice for 
the Southern District of New York, at a District Court to be held at Room - 1401 in the 


United ’ 
on the to 
testify and give evidence in regard to an alleged violation of : 


b3 


and not to depart the Court without leave thereof, or of the United States Attorney, 
and that you produce at the time and place aforesaid the following: 


b3 





And for failure to attend and produce the said documents you will be deemed guilty 
of contempt of Court and liable to penalties of law. 


Dated: New York, N.Y. 
August 29, 1983 


& hee nCemenees 
W. A ae : Gp 37104 3 
ieee bales Aube for the / 

Southern District of New York. Clerk. 





NOTE: REPORT AT ROOM 767. , In order to secure your witness fees and mileage, it is 
necessary that you retdin this Subpoena and present the same at the United States Attorney's 
Office, Room 767, upon each day on which you attend Court as a witness, 


Ses rney b6 Room [| 


Telephone: (= ol b7Cc One St. Andrew's Plaza 
New York, New York 10007 
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Form No. USA-33s-222 (Rev. 12-14-70) Grand Jury Subpoena 




















United States Bistrict Court 
SOUTHERN DISTRICT OF NEW YORK 


GREETING: 


WE COMMAND YOU that all and singular business and excuses being laid aside; you and 
each of you appear and attend before the GRAND INQUEST of the body of the people of the 
United States of America for the Southern District of New York, at a District Court, to be held 
at Room /Wof in the United States Courthouse, Foley Square, in the Bor; 

i rn Distri f New York, on the 
to testify and 


a evidence in regard to an alleged violation of 


on the part of the United States, and not to depart the Court without leave thereof, or of the 
United States Attorney. 

And for failure to attend you will be deemed guilty of contempt of Court and liable to penalties 
of the law. 
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* ‘ 
United States nfo or the : ; hs 
or. 


Southern District of Ne 





Note: Report at Room 4X0. In order to secure your: witness fees and mileage, it is necessary 
that you retain this Subpoena and present the same at the United States Attorney’s Office, Room 
450, upon each day on which aon attend Court as a witness. 


b6 oP One Sh. fra. (la r08 
b7Cc feyMWN. 


Fel Mi——5-39-72-60M-7701 


ey 


: 
Assistant C7. _ Fi Wore 


*- me 


eas 
ww? 










Ves ee ~ ScAEEEEEEEERAEEEEEEEEEEEadaecieaaen a a £. aes = 








ADVICE OF RIGHTS 





1. YOU MAY REFUSE TO ANSWER ANY QUESTION IF A TRUTHFUL 
ANSWER TO THE QUESTION WOULD TEND TO INCRIMINATE YOU. 


2. ANYTHING THAT YOU DO SAY MAY BE USED AGAINST YOU BY 
THE GRAND JURY OR IN A SUBSEQUENT LEGAL PROCEEDING. 


3. IF YOU HAVE RETAINED COUNSEL, THE GRAND JURY WILL 
PERMIT YOU A REASONABLE OPPORTUNITY TO STEP OUTSIDE 
aig GRAND JURY ROOM TO CONSULT WITH COUNSEL IF YOU 

O DESIRE. ‘ 
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THE SWISS. JY OBSERYOR NEUMANN SAIO THE US THINKS THAT ALL 
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Unger’ the pratext of nonpayment of taxes hy the Swiss 
branch of the Marc Rich firm, American authorities have given - 
ani yitimatyas either Switzerland changes its internal oe 
Leaysation or ity companies will be deprived of admission to 
Amanican’ manketas. The local press evaluates this action by the 
Reagan’ adminiateration as an open threats an attempt.to ve 
‘Ankantacesantosthe internal attairs of Weatenn European ak 
countrdes throyah the threat of economic sanctianss Recalling: 
thatcthis ds natthe first time that the Reagan administration: 
hasitedad«to distate gonditions to Switzerjand, the newspaper.” 
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AS 


To; SAC, II (1968-1774). (P) (M-1) Date 8/29/83 
b6 
Subject : MARC RICH, DBA; = pron CONTAINED 
MARC RICH AND COMPANY; INF POA LAS ead hk 





ALL DV 
bé ma Yo DY 
b7C DATE= 
‘FEW - ENERGY RELATED 
(00: NY) 


Captioned matter is a major joint investigation of . 
the IRS, Customs and NYO, FBI. Indictment charging RICO, 
FBW, Mail and Tax Frauds is expected to be returned in mid- 
September, 1983. The casehhas received wide-spread ‘media 
coverage and requires constant, periodic up-dates to FBIHQ. 


Starting onl the law firm 2 ee 
will send one lawyer and approximately 10 paralegal clerks to 


Room # 1633 at 26 Federal Plaza to review approximatel 









Normally, this review would be done prior to surrender 
of any subpoeaned documents. However, due to Judge Sand's order 
the documents were turned over in mass. 


ausal ___]has requested an FBI clerical 
employee to be present during this review process for control 


uxrposes, since the documents are Grand Jury Material. AUSA 
[nas stated this employee need not be familiar with 
t 


e case and could possibly bring other work with him while 
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b6 
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performing this "security" duty. AUSA desires full-time CousnAce 


coopexation- of this review to insure Government custodial /4LB 
continuity. = 









It is estimated this task will take a 
four weeks, seven days a week, for approximately 1A hours 
per day. Specific times will be arranged with t e reuters 
involved. The AUSA is concerned with expeditiou 
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NY 1968-1774 
WTG:mms 


of this review so that a Government review of these documents 
is possible. 

In light of the foregoing, it.is requested that PE 
clerical empl serve and control the Bie 
review. AUSA should be con- Re 
tacted for access an OL Lurther instructions. 

NYO Case Agent is NYO, ext. 2943 or 791-9199. 
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MARC RICH; DBA MARC RICH A ND COMPANY$ PINCUS arcen;[ | b6é 


| BIC 
[ FBW - ENERGY RELATED; (O03 NY). 


RENYTELETYPE TO BUREAU, AUGUST 19, 1983. 
FOR INFO FBIHQ, APPROXIMATELY], ARE 
NOW IN CUSTODY USA/FBI, NY PURUSANT TO COURT ORDER AND 
SUBPOENA. EXACT SIGNIFICANCE OF ITEMS yNKNOWN EXCEPT ySA, 
FBI BELIEVE OF MAJOR IM PORTANCE. SOME DOCUMENTS IN RAW STATE 
IN THAT THEY HAVE NOT YET BEEN REVIEWED yf sd b3 
FOR PRIVILEGE AN D/OR NON-COVERAGE BY SYBPOENA. STARTING 
BEGAN SUCH REVIEW AND 
DOCUMENTS . 
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PAGE TWO NY 1964-1774 UNCLA S 
DOCUMENTS WILL HAVE TO BE PERUSED aND DETAILED 
ANALYSIS PREPARED WHERE NECESSARY. 
ADDITIONALLY, IT HAS COME TO ATTENTION OF ySA THAT 


[ tw 0 sist 8200 


AUSA, SDNY, NEGOTIATING FOR REVIEW SAID DOCUMENTS. HOWEVER, 


LL freouesr] Yu to ssw rcance 


OF THE RECORDS, IF AGREEMENT CaN BE REACHED, ySA HAS REQUESTED 


FORMER CASE AGENT, sls TRAVEL TO 


IT IS PROJECTED TRAVEL WILL BE WEEK OF 
AUSA, SDNY INTENDS REQUEST FOR INDICTMENT BEFORE END OF SEPT. 






INDICTMENT TENTATIVELY TO INCLUDE 








IMPACT GIVEN BY MEDIA. TO DATE, 





BUREAU HAS NOTED HIGH 
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GRAND JURY SUBPOENA. 
DUE TO COMPLEXITY, NOTORIETY, SIGNIFICANCE AND SHORT TIME 
BEFORE INDCITNENT, AS WELL-AS EXPERTISE OF FORMER CASE AGENT wHO 
WAS ASSIGNED MATTER TWO YEARS, IT 1S REQUESTED Sa[__|TEMPORARY ie 
ASSIGNMENT BACK TO NY BE EXTENDED TO MINIMUM OF ADDITIONAL 39 DAYS. 
FOR INFO OF FBINQ, NYO, IN ADDITION To sal | HAS ASSIGNED FyLL- 
‘TIME ONE SAA CPA AND ONE ACCOUNTING TECHNICIAN AS WELL AS ADDITIONaL 
SAAS AS NEEDED. 
DUE TO LIMITED VEH ICLE AVAILABILITY IN NYO, AND NECESSITY 
TO ASSIGN VEHICLE FOR EXCLUSIVE USE IN THIS CASE, AND TO ALLOW 
SA TO RETURN HOME ON WEEKENDS THEREBY KEEPING PER DIEM TO A 
MINIM yM, IT 1S REQUESTED RENTaL VEHICLE BE AUTHORIZED. 
10 REITERATE, FBIHQ APPROVAL REQUESTED FOR TRAVEL OF sal__| 
[wee oF] «AF ua 0 BTAINS bre 
AUTHORIZATION, MINIMUM 3G DAYS EXTENSION OF Sal | qT NEW YORK 
AND RENTAL OF VEHICLE FOR MINIMUM 96 DAYS. 
SAC, CRIMINAL DIVISION, NYO CONCURS WITH REQUESTED FOREIGN 


TRAVEL AND BOTH SACS, NY AND NEW HAVEN CONCUR WITH 59-DAY 
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8/31/83 








FM NEW YORK (1964-1774) (P) (M41) 
TO DIRECTOR (L96B-2848)-ROUTINE 33° 
NEW-HAVEN-(296B=795)-ROUTINE \ 335 e— 

BT 










UNCLAS 


sera: [__]mamquanmens) . 


b7C 
MARC RICH; DBA MARC RICH AND COMPANY; PINCUS GREEN; [| 
| _—sd FBW - ENERGY RELATED; (00: NY). 
RENYTELETYPE TO BUREAU, AUGUST 19, 1983. 


FOR INFO FBIHQ, approximaety| RE 


NOW IN CUSTODY USA/FBI, NY PURUSANT TO COURT ORDER AND 











SUBPOENA. EXACT SIGNIFICANCE OF ITEMS UNKNOWN EXCEPT USA, 











FBI BELIEVE OF MAJOR IMPORTANCE. - 








SOME DOCUMENTS 






IN THAT THEY HAVE NOT YET BEEN REVIEWED BY ae 
\ 


FOR PRIVILEGE AND/OR NON-COVERAGE BY SUBPOENA. STARTING 
cts suc REVIEW ND i 
SPACE ve 

seqventtal] «dt nyo seen.“ bocument 
“Jd - NEW YORK . ALL DYFORSLOILION ena 

= CLASS Sei 
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DOCUMENTS WILL HAVE TO BE PERUSED AND DETAILED 


ANALYSIS PREPARED WHERE NECESSARY. 


ADDITIONALLY, IT HAS COME TO ATTENTION OF USA tHat[ | b6 


; » b7C 


b7E 
AUSA, SDNY, NEGOTIATING FOR REVIEW SAID DOCUMENTS. HOWEVER, 


request du 20 stentezcance 


OF THE RECORDS, IF AGREEMENT CAN BE REACHED, USA HAS REQUESTED 


FORMER CASE AGENT, sl TRAVEL TO 


IT IS PROJECTED TRAVEL WILL BE WEEK 0 


AUSA, SDNY INTENDS REQUEST FOR INDICTMENT BEFORE END OF SEPT. 
INDICTMENT TENTATIVELY TOH INCLUDE 


*b3 
b7E 


BUREAU HAS NOTED HIGH IMPACT GIVEN BY MEDIA. TO DATE , 
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~ | PAGE THREE NY 196A-1774 UNCLAS 
a 
| |eranp suRY SUBPOENA. 
DUE TO COMPLEXITY, NOTORIETY, SIGNIFICANCE AND SHORT TIME 
BEFORE INDCITMENT » AS WELL AS EXPERTISE OF FORMER CASE AGENT WHO 
WAS ASSIGNED MATTER TWO YEARS , IT IS REQUESTED sa|___] rsmporaRY . b6 


" b7C 
ASSIGNMENT BACK TO NY BE EXTENDED TO MINIMUM OF ADDITIONAL 30 DAYS. 


| FOR INFO OF FBIHQ, NYO, IN ADDITION TO sal HAS ASSIGNED FULL- 


TIME ONE SAA CPA AND ONE ACCOUNTING TECHNICIAN AS WELL AS ADDITIONAL 
SAAS AS NEEDED. 
DUE TO LIMITED VEHICLE AVAILABILITY IN NYO, AND NECESSITY 
TO ASSIGN VEHICLE FOR EXCLUSIVE USE IN THIS CASE, AND TO ALLOW 
SA TO RETURN HOME ON WEEKENDS THEREBY KEEPING PER DIEM TO A 
MINIMUM, IT IS REQUESTED RENTAL VEHICLE BE AUTHORIZED. 
TO REITERATE, FBIHQ APPROVAL REQUESTED FOR TRAVEL OF sal | 


: b7c 
AUTHORIZATION, MINIMUM 30 DAYS EXTENSION OF salar NEW YORK b7E 





AND RENTAL OF .VEHICLE FOR MINIMUM 90 DAYS. 
SAC, CRIMINAL DIVISION, NYO CONCURS WITH REouesteD| | 
TRAVEL AND BOTH SACS, NY AND NEW HAVEN CONCUR WITH 30-DAY 
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Memorandum 

To +  gac, IZ (196A-1774) (P): (M-1) Date 9/2/83 
b7Cc 

Subject: MARC RICH, DBA; | = 


MARC RICH AND COMPANY; 


4 b6 
b7C 
- D~ 


(00: NY) 


Remymemo, 8/29/83. 


a ewith| _—_—_—__—i Attorney, 


He advised that he will 


be conducting and overseeing the review of the documents. b6 
; b7C 
The documents will be reviewed as follows: b3 
First second 
and third that are 
designated as He would b3 


like the review to take place from 9:00 a.m. to 9:00 p.m.,Monday - 
Friday; excluding weekends. Weekends will only be worked if 
necessary. 


. fhe review will consist of the following process: 
The documents will be. sequentially numbered at Room 1633, 26 
Federal Plaza; next, they will be sent to Tyrell,115 Greenwich ° 
St., New York, NY, for xeroxing. They will be sent back to 
Room 1633, 26 Federal Plaza where xeroxing will be verified and 
the privilege review will take place. As this procedure is 
‘completed, production of the documents to the Government will 
begin. 


b6 
b7c 


— The above procedure was eae to ausa[ | 
ones fer eRe ee CG ean 
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Bb Sol ee 
Beas 2 
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Memorandum ® 








To + SAC, NEW YORK (196A~-1774) Date 


Attn: Supv. Mel 
b6 


MARC RICH dba Mark Rich 
and Company 

ET AL 

FBW-ENERGY RELATED 


9/2/83 


From: 


Subject : 


Re NYO Facsimile and copy of subpoena dated 8/29/83. 


go and she did not is present address. 


The 1983 Cross Reference Directory for 











reflected that the telephone number for b6 
subpoena came back to him at b7Cc 
; b3 
te went to Was advised 
b that tated that 
attorney had contacted AUSA SDNY, sas 

on 8/31 e attempti range a meeting ee 
between and AUS Telephonically Be 
contacte who corroborated t e‘requested that 
the copy of the subpoena be left with This was done. 

The above set forth for an info as it is not re 
known whether he was aware of contact with[ | ane 

OT CONTAINED ‘ 
« pRORMETION. cE & GC he 8 
U1 Piya re: 3S 
eg splat aie 
L-NY . fs 
TEO:teo [96 &-177Y LBY, 
SEARCHED_______ INDEXED 
Q : 0 sain’ aa 
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MARC RICH; DBA MARG RICH & COMPANY; PINCUS cre { | b6 
[ ] FBW; ENERGY RELATED} 00: NEW YORK = 
RE NY TELETYPE T0°THE DIRECTOR, -9/1/83. - 
NEW YORK’S REQUEST FOR FORMER CASE asene{ sd ew Be 
HAVEN DIVISION TO BE ASSIGNED TO THE NEW YORK DIVISION FOR A MAX- 
IMUM OF 30 DAYS IS APPROVED. - | 
NEW YORK’S REQUEST TO PERMIT sa| _| 20 UTILIZE A RENTAL ee 
VEHICLE WHILE TEMPORARILY ASSIGNED TO THE NEW YORK DIVISION IS i 
‘NOT APPROVED. 
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ATTN: suev.| | FINANCIAL CRIMES UNIT, BUREAU) 


MARC RICH; DBA MARC RICH AND COMPANY; PINCUS crezn;[ | 


FBW — ENERGY RELATED (00: NY) 


RENYTEL TO BUREAU, SEPTEMBER 1, 1983; AND FBIHQ TELCALL 


TO NY. SEPTEMBER 9, 1983. 


PURPOSE OF TELETYPE TO KEEP FBIHQ ADVISED OF DEVELOPMENTS 


IN CAPTIONED. 
ON SEPTEMBER 8, 1983, AUSA 
‘THAT NEGOTIATIONS WITH 


TRAVEL TO NOT NECESSARY. APPARENTLY, b3 
WILL NOT RECOGNIZE U.S. SUBPOENA AUTHORITY. 


SDNY, ADVISED 


HAD BROKEN DOWN. SA we 


b7c 


bTE 


_ A TREATY REQUEST WILL BE NECESSARY. STATE DEPARTMENT EXPECTED 


TO MAKE A PRESS RELEASE ON SEPTEMBER 10. 1983 REGARDING 


NEGOTIATIONS. 


’ 
(- NEW YORK 
1°- SUPV. M-1 


MEB : mms . 
(2) SATE % 
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DURING WEEK OF SEPTEMBER 19, 1983, OR SEPTEMBER 26, 1983, 







INDICTMENT OF MARC RICH, PINCUS GREEN, MARC RICH AND COMPANY 





INTERNATIONAL, LTD., AKA "CLARENDON LTD.", AND MARC RICH AND 





COMPANY, A.G. WILL BE FILED. INDICTMENT WILL CHARGE ONE COUNT 





RICO, ONE COUNT RICO CONSPIRACY, FOUR COUNTS MAIL FRAUD, 31 






COUNTS WIRE FRAUD, ‘TWO COUNTS TAX EVASION AND SIX COUNTS TRADING 





WITH ENEMY ACT VIOLATION. ‘TOTAL EXPOSURE 285 YEARS AND $405,000 











IN FINES. A JOINT USA, FBI, IRS, CUSTOMS PRESS CONFERENCE WILL 











RELEASE ABOVE. 
A SUPERCEEDING INDICTMENT EXPECTED ‘TO BE FILED TO INCLUDE 


MILLION OF EVADED U.S. PROFITS UTILIZING CHARGED RICO SCHEME. 


AS WELL AS APPROXIMATELY AN ADDITIONAL $200 








SOME OF WHICH MAY HAVE BEEN USED BY RICH TO PURCHASE 50% INTEREST 
IN CENTURY FOX MOVIE STUDIOS. 






FBIHQ WILL BE KEPT ADVISED. 
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NY0474 2536056 


RR HQ 
DE NY 26 
R @921802 SEP 85 


FM WEW YORK (1964-1774) (9 (fr 1D 
TO DIRECTOR (1968-23848) 


BT | 
UNCLAS | 
ATTN: supv.| | FINANCIAL CRIwES yNIT, sUREAU) ae 
_ MaRC RICH; DBA ARC RICH AND COMPANY; PINCUS ereens| | — 


| 
| | FBW - EWERGY RELATED (00: NY) 


RENYTEL TO BUREAU, SEPTEMBER 1, 19833; AND FBIHQ TELCALL 
TO NY, SEPTEWBER 9, 1983. 

PURPOSE OF TELETYPE TO KuEP FBIHQ ADVISED OF vEVELOPWENTS 
IN CAPTIONED. 







ON SEPTEMBER 8, 1983, AUSA SUNY, AUVISED 


ae b6 
HAD BROKEN vOWN. SA on 


WECESSARY. APPARENTLY, sat 


WILL NOT RECOGNIZE y.S. SYBPOENA AUTHORITY. 


THAT NEGOTIATIONS WITH 

TRAVEL TO NOT 
A TREATY REQUEST WILL BE NECESSaRY. STATE JEPARI MENT EXPECTeD 
TO MAKE A PRESS RELEASE ON SEPTE(WBeR 10, 1983 REGARDING 


NEGOTIATIONS. i 
yD yy | 

Be ua ee agro 99-1794 ° /3le 

Le 0 
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DURING WEEK OF SEPTEMBER 19, 19835, OR SePTEMsER 25, 1980, 
INDICTMENT OF iiaRC RICH, PINCYS GREEN, MARC RICH AWW COMPAWY 
INTERNATIONAL, LTD +, AKA "CLARENUO Ii LTo.", ANU MARC RICH and 
COMPANY, A.G. WILL BE FILED. INDICTMENT WILL CHARGe UNE COUNT 
RICO, ONE CO yNT RICO CONSPIRACY, FOUR COyNTS MAIL FRAUD, 31 


COUNTS WIRE FRAUD, Two COUNTS TaX EVASION AND SIX COUNTS TRADIWe 


WITH ENEMY aCT VIOLATION, TOTAL EXPOSURE 285 YEARS aND S495 , WUD 
IN FINES. A JOINT ySA, FoI, IRS, CUSTOMS PRESS CONFER® NCE WILL 
RELEASE ABOVE. 

A SUPERCEEDING INDICTWENT EXPECTED TO BE FILED To INCLUDE 

AS WELL aS APPROXIMATELY AN AvvITIONAL youu 

MILLION OF EVADED Y.S. PROFITS yTILIZING CHaRGey RICO SCH dm. 
SOME OF WHICH MAY HAVE BEEN ySED BY RICH TO PURCHASE 5v IwTRREST 
IN CENTURY FOX MOVIE sTyDIOs. 

FBIHQ WILL BE KEPT ADVISED. 
BT 
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Continued From First Business Page 
Seized ae ee the psi States re- 
spond reezin; jan assets 
not only in this cons but also in 
overseas branches of United States- 
based \. ents of the 
pa herrea bree were laa 
t grud ly, did not try to inter- 

fere with the freeze. . 
GAfter the International Business 
Machines Corporation sued Hitachi 
Ltd., accusing it of stealing trade se- 
crets, Hitachi filed its own sult In 
Japan. Hitachi contended that if any 
wrong were committed, it was done 
in Japan. Therefore, Hitachi argued, 


* the courts in Japan, 
United States, should hear the case. 
Upon the collapse of Sir Freddie 
Laker’s trans-Atlantic serv- 
« ice, the Justice ent started a 
jury investigation of possible 
price-fi by British Airways and 
British Caledonian Airways. Britain 
objects to this investigation, and to a 
civil antitrust suit in which the Brit- 
ish liquidator of Laker Is suing the 
two British airlines in an American 
court, see! triple damages, which 
are not avallable under British law. 
+ +QSwitzerland’s highest court 
denied a request from the Securities 





«Identity of investors invotved 
seer tradi in connection with the 
$2.5 billion takeover of the Santa Fe 
International Corporation by the Ku- 
wait Petroleum Corporation. In 
Switzerland, insider trading is not a 
, crime. : 


Washington’s Basic Attitude 


’ Hera econ se me tt 
“tion is: 
tevell’ Asa rule, the United 
States belleves it has jurisdiction 
over ahy commercial actions that el- 
ther take place in this country or have 


untry’s las should: 


, not those In the and Exchange Commission bg Shea asubstantial effect 


here. - ; 
“We do have-different standards 
from other people, and in the past we 
have been able to get awa 
them,’’ said Douglas Rosenthal, a for- 
* merhead of the Justice Department’s 
foreign commerce section. He now‘ 
represents British Caledonian Air- 
ways and is counsel to the Canadian 
Government on extraterritoriality. 
“But these days,” he added, ‘the 
United States doesn’t have the over- 
whelming economic clout It used to, 
and nations are protecting their 
own Ic Interests much more 
aggressively than thev used to.” 
ee 


with: : 


8 
national courts, 


by 


. 


Ami rer KoReeer 
taken different view.” pais 
"t think that the Untied Stat 
has been expanding its juried sta ” 
on ons Barr, G New York lab. 
r represents 1.B.M. both in the 
Hitachi case and in the E 


Economic Community’s antitrust ac- f'-! 


jdon.against the company. “I think 
the reason we're seeing more prob- 
ems with extraterritorial jurisdic- 


ton {s just that the world is getting 


smaller,” 


3 Roleof International Courts * 


» Deciding which country’s laws are 
paramount fs not easy. A country can 
not be forced to accept anoth 

Tuling. Al 


*slowly. And since no nation can be 
forced to submit a case for resolution 
against its will, international courts 
rarely get a chance to hear major: 
5) ctional disputes. . 

» “These are very difficult problems 
to resolve because there is no agree- 
-ment in the international community 

‘on what the rules on extraterritorial 
jurisdiction ought to be,’ said Mr, 

» the W; ion lawyer. 
“Ultimately I think the resolution of 
these issués will have to be a matter 
fornegotiatioh — and self-restraint.” 

Most international legal battles are 
resolved politically. Sometimes a set-, 
tlement can be reached ne- 
-gotiations, but sometimes it can’t. 

A few countries have adopted de- 
fensive legislation to protect them- 
selves from American.claims. Fol- 
owing @ uranium antitrust action 
that Europeans regarded as unduly 

~ntrusive, both France and Britain 
massed laws forbid the release of 
certain commercial information. 

» Last year’s p} sanctions may 
tave raised the level of resistance to 
“eke Ber sae 

‘The Unit tes is p: heav- 
ly for the Bc pred sanctions sald 

. Rosenthal, the representative of 
jritish Caledonian Airways. “There 
8a feeling abroad that the U.S. was 
ra eeatiocal = 80 outrageous with’ 

sanctions that doesn 
tork any more and that the ber ta 
i is to be strong and a: ive 
tsisting any American claims to j 
taterritorial jurisdiction.” j 
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“then Natior¢’ Laws Clash, Companies Are Caughtin‘a Rnd | - 


Other countries Increasingly feel 


"that the United States Is overst 


its legitimate authority when it tries 
to impose its rules on corporations 
that have their headquarters abroad. 
“There is a deep sense of anger in 
Dipuliue debaclo sind a deep senaaot 
p! e debacle a deep sense 0 
dismay over the actions of the United 
States Justice ent in setting 
up a grand jury investigation of the 
Laker collapse,” said Sir Michael 
Havers, England's Attorney General. 
“American extensions of jurisdiction 
have been inching forward, and I 
think it Is a very dangerous develon. 
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Typical Case 
lAt ‘Marc Rich 


+ By TAMAR LEWIN 








Mare Rich & Company A.G., the 
* parr, Swiss-based commodity trading firm 

under investigation ‘for possible 
» United States tax evasion, is ina clas- 
pass Sicdouble bind. . 

The company*cannot give Ameri- 
can prosecutors many of the docu- 
, ments they have subpoenaed because 

¢ Swiss Government has seized 
em to make sure their release 
id not violate the corporate se- 
laws of Switzerland. But gat 
y that goes by without Mare Ri 
turning over the documents means 
that it must pay another $50,000 fine 
because it is in contempt ‘of court in 
the United States. Some Mare Rich 
documents, two trunks full,- were 
seized in New York by American au- 
thorities. * nahees es 

Mare Rich is not alone in facing 
such a dilemma. In the global mar- 
ketplace, more and more companies 
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Diverse Ideas About Behavior 


The laws governing business are- 
largely an expréssion of a country's 
ideas about desirable Reteasercet fy 
behavior. But other countries may 
fon conflicting ideas — and conflict- 

laws. “ 

“The drift'toward more confronta- 
tion is clear,’ said Stanley Marcuss, 


{ a Washington lawyer and former 


#2" Assistant Secretary of Commerce. tt.” 
“4 thinkit’s largely because of the multi-. 
, ational phenomenon. So many com-"'+ 
‘24, panies have foreign subsidiaries that 
} commerce ts bound to involve a lot of 
y different national interests.” 

j These international confrontations. 

have consequences far beyond the 

ac? legal world. It is generally recog- 
*¥{, nized, for example, that the Atlantic 
;,{ alliance was seriously hampered 
when President Reagan imposed 
sanctions against foreign companies 
helping to build the Soviet natural gas 
pipeline. 

Many Diseases fear that fur- 
ther attempts by Washington to con- 
* trol foreign companies would make it 
3 harder for American enterprises to 
74 maintain a good relati p-with 

* their trading partners overseas. 
=." The Marc Rich case Is the latest in 

& long series of international legal 
conflicts. Here are some recent ex- 
oo th Ipelin D: 

q e pipeline dispute, Dresser 
Industries found itself in the same 
kind of bind that Marc Rich is in now. 
Dresser faced American reprisal if it 
honored its supply contract” in 
France, and it faced French reprisal 
if it did not. President Reagan finally 
lifted the ban last November after the 
governments of France, Britain, 

-| West: Germany and Italy protested. 

They insisted that the United States 

had no right to control their trade 

policies and that they would go ahead 

. with any contracts to supply parts for 
the pipeline. : 

GWhen American hostages were: 
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‘The New York Times / Richard Sanccer; United Prees Internationa]; Financial Times 
,Clockwise from top left: Marc Rich & Company papers seized in the U.S., 
President Carter signing order to freeze Irdnian assets, section of Soviet 
pipeline to Western Europé and Sir Freddie Laker. All represent confronta- 
tlons between countries where conflicting commercial ideas or laws exist. 
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The Steamer-Trunk Affair 


wissair’s Flight 111 from New York’s 

Kennedy Airport to Genevaand Zurich 
was almost ready for its 7 p.m. takeoff when 
federal agents suddenly halted the depar- 
ture and summoned one of the Zurich- 
bound passengers, a paralegal from a New 
York Jaw firm, off the plane. But what the 
agents really wanted was her baggage—two 
black steamer trunks crammed with docu- 
ments belonging to Marc Rich & Co., the 
big Swiss-based commodities trading firm, 
which owns half of Twentieth Century- 
Fox. The reason: just three days earlier Rich 
had agreed to turn over many 
of these same papers to a feder- 
al grand jury. 

The incident was but the lat- 
est in a bizarre legal battle that 
began 18 months ago when the 
United States charged Rich & 
Co. with evading taxes on $20 
million in income earned here. 
Rich’s lawyers denied that last 
weck’s attempted night flight 
had violated the commodities 
firm’s agreement to surrender 
the documents. They said the 
papers were being flown to 
Zurich for a review to make 
certain that they contained no 
confidential information—and 
that other documents sought 
by the grand jury had already 
been shipped there for thesame 
reason. Federal Judge Leonard 
B. Sand was not convinced: he 
angrily ordered the firm toturn 
over all the subpoenaed docu- 
ments immediately. “The thin- 
ness of the ice on which your 
client stands is something you 
must be aware of,”’ he told the 
company lawyers. The same 
day, Rich produced 252 car- 
tons of documents in court 
and the next day it loaded sev- 
eral bagfuls of papers on a 
plane for delivery back to New York. 

Inflated Prices: The government might 
have guessed it would be hard to drag infor- 
mation out of the Rich firm and its secretive 
founder, Marc Rich. Aboutall thatisknown 
of Rich is that he is a 48-year-olu American 
citizen who quit what is now-Phibro-Salo- 
mon in 1973 to start his own trading firm. 
He did well: Rich & Co.’s annual revenues 
are estimated at more than $10 billion, and 
in 1981 the firm, teaming up with oil baron 
Marvin Davis, bought Twentieth Century- 
Fox Corp. Last year the U.S. charged that 
Rich was profiting at government expense. 
It said the firm had evaded U.S. income 
taxes by selling oil to its U.S. subsidiary, 
Marc Rich & Co. International, at inflated 
prices—making it appear that the Amer- 


48 





ican unit was losing money on the trades. 

Rich personally refused toappear beforea 
grand jury investigating the charge and to 
produce the documents, mostly trading re- 
ports, that it wanted. Later, the company’s 
U.S. subsidiary did agree to produce the 
material, but the parent company refused, 
saying that a Swiss company was not subject 
to U.S. subpoenas. In June, Rich and his 
second in command, Pincus (Pinky) Green, 
left New York for Switzerland, where a 
court ordered the parent firm not to give up 
the documents on the ground that Swiss law 





The papers in question: A last-minute catch 


prohibits Swiss companies from revealing 
business secrets to foreign governments. 

But back in the United States Judge Sand 
was exerting pressure; he held Rich & Co. in 
contempt of court and fined it $50,000 for 
each day it refused to hand over the docu- 
ments. A week later, Rich and Green quiet- 
ly sold the U.S. subsidiary to one of its 
other partners and the unit was renamed 
Clarendon AG. Sand didn’t hear about the 
deal until some time later, but when he did 
he angrily called it “a ploy to frustrate 
the implementation of the court’s order.” 
He threatened to freeze up to $55 million of 
Rich & Co.’s U.S. assets and later issued 
restraining orders to prevent the distribu- 
tion of its American holdings (Rich had 
teportedly been trying to sell its 50 per- 
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With the squeeze on, Rich seemed to be 
caving in. It paid $2.6 million in fines for 
contempt, put up $55 million in securities 
as collateral for any other fines that might 
be levied and finally agreed to surrender 
the documents. But the controversy over 
the case may not end just because the pa- 
pers are safely in the court’s hands. The 
Swiss government has lodged an official 
protest with the United States over what it 
considers heavy-handed American pros- 
ecution methods. The Swiss position is that 
the United States could have received the 
information it wanted without resorting to 
subpoenas and without bringing a Swiss 
firm into conflict with Swiss secrecy laws. 
The Swiss may be content to let the matter 
drop and the investigation may proceed 
smoothly. But with last week’s steamer- 
trunk caper fresh in mind, U.S. officials 
may not be quick to bet on it. : 


DAVID PAULY with HOPE LAMPERT in New York 


and bureau reports 
Metromedia 
On a Roller Coaster 


John Kluge has done a remarkable job of 
pushing his Metromedia broadcasting em- 
pire to the top of Wall Street’s ratings chart. 
By combining the huge cash flow of his 
seven television stations with heavy bor- 
rowings, Kluge turned the company’s stock 
into the highest-priced issue on the New 
York Stock Exchange. But last week the 
picture suddenly clouded. Abraham Bri- 
loff, a well-known critic of creative corpo- 
rate accounting, suggested that the com- 
pany was so strapped for cash last fall that it 
resorted toa financing ploy that could result 
in its paying an effective interest rate of 26 
percent. Metromedia’s stock plunged from 
$500 to $390 a share in just two days— 
knocking $323 million off its total market 
value and reducing Kluge’s personal hold- 
ings by $79 million. 

Briloff took exception to a deal in which 
Metromedia sold certain assets of its out- 
door advertising business for $485 million, 
with a provision for buying them back in 
1987. By subtracting the $105 million in 








~ 


and making other adjustments, Briloff fig:. 
ured that the company had raised only $289 \ 
million in new funds—and that based on the 
stipulated buy-back price, it was saddling 
itself with a usurious rate of interest. 
Kluge’s supporters dismissed the attack, 
pointing out that the company is not obligat- 
ed to buy back the assets. Still, it was ques- 
tionable whether the debt-laden company 
should have engaged in any kind of new 
financing. Analysts insist that Kluge can 
pull off his high-risk dreams for Metrome- 


taxes the company had to pay on the sale { 


‘dia and at the weekend the stock had re- 


couped $55 ofits earlier decline. In any case, 
the future price moves of the company’s 
stock won’t be quite so dramatic: a 10-for-1 
split of thesharesis effective this week. 
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Call them the boys of Indi- 

an Sur ener. Roy Scheider, 47, 
an Rob..t Redford, 46, have 
donned pinstripes and 


eos 
! 





the first made-for-TV feature 
for the new Disney cable chan- 
nel, Scheider plays Billy 
Young, a fading 39-year-old 
baseball legend who is spurred 
on to win a pennant by the 
faith of an eleven-year-old fan, 
played by Justin Henry, 12 
(Kramer ys. Kramer). Scheider, 
wh) broke his nose during an 
ea y “career” as a boxer, says 
th. he has always wanted to 
portray a baseball player but 
never before had the chance. 
“As a kid, I played sand-lot 
softball,” he recalls.:,““Now 
here I am acting out a fantasy 
I’ ¢ had since I was dreaming 
of vays to get out of New Jer- 
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“en 
‘sn | sl 
4 peifed-—oil, gold and alnminem, 
among others~-have made the 
Switzerland-based firm he 
founded in 1974 one of the 
f most successful in the world, 
i with an annual trading volume : 
‘of $10 billion. Recently, 
; though, Business Wizard Marc 
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- ' Rich, 49, has become the center | 
Pete phe of an international financial 
ac ES ; wrangle that has the courts | 
« itt ! and governments of two coun- 
et B ¢ tries pulling at his various cor- 

i aad porate arms. Two years ago, | 

A the U.S. Government began | 
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investigating a potentially | 
“massive tax-fraud scheme” 
| involving an oil deal between 
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See Eee: Mare Rich & Co. AG and its 
Eat { New York City-based subsid- |; 


ey 


| jary. A federal court subpoena 
jfor tens of thousands of the 
{ firm’s documents had pro- 
i duced only: talk until two 
k weeks ago, when two steamer 
| trunks full of company papers 
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Scheider in Tiger Town 
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" Redford, meanwhile, was 
ming to the screen for 

first time since 1980, 
n he appeared in Brubaker 
‘directed Ordinary People. 
3 month he is on location at 
¢ Memorial Stadium in 
falo filming The Natural, 
2x4 on Bernard Malamud’s 
2 novel about a 34-year-old 
-| "player who finally 
\es it to the big leagues 
Ing the 1930s. Like 
cider, maybe like every 
erican male, Redford is 
' to have a chance to 


exy'ye an unlived fantasy. 
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j ten 
tak n the field in two new 
me ies about the All-Ameri- 
ca’ pastime. In Tiger Town, 

i 

| 

j 
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h-d planned to be a ball- 
vey at the University of 
« ado, but, Redford recalls, 
‘> at there on a half schol- 
proceeded to get 
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It wasa wedding with, well, 
star appeal. After a five-year 
romance, Carrie Fisher, 26, who 
rocketed to fame as Princess 
Leia in the Star Wars tilogy, 
and Paul Simon, 41, still crazy 
about her after all these years, 
were married in a Jewish cere- 
mony at his West Side Manhat- 
tan apartment. The cast of 
guests appropriate to such a 
show-biz union included the 
bride's long-divorced parents, 
Eddie Fisher and Debbie Reyn- 
olds, Star Wars Creator George 
Lucas, Comedian Robin Wil- 
liams, Simon’s once and present 
Singing partner, Art Garfunkel, 
and Billy Joel, who presented 
the couple with a jukebox filled 
with records from the 1950s. 
More traditionally, Papa Fish- : 
er gave his daughter six ruby, | 
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garnet, jade and diamond rings 
anda vintage Cartier watch. To 
his new son-in-law he gave his 
“most prized possession,” a 
framed photograph of Fisher 
holding Carrie and her brother 
Todd when they were babies. 
After the formalities, though, 
the customary honeymoon was 
replaced by a “working honey- 
moon” as the couple flew off to 
Houston, where Simon and 
Garfunkel were to appear as 
part of a nationwide reunion 
tour. 





His shadowy persona and 


! penchant for secrecy have 


made pictures of him a rare 
commodity, But the rare com- 
modities in which the Belgian- 
born financier is more interest- 
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' were seized by federal agents 
, as they were about to be loaded 
‘on a jetliner bound for Switzer- 
land. At about the same time, 
l another batch of documents 
| was confiscated by Swiss au- 
, thorities at the company’s 
| headquarters in Zug, lest the 
| country’s strict corporate se- 


, crecy laws be violated Out of } 


, patience, US: Federal Judge 
Leonard Sand has threatened 
i to shut down the company’s 


i pers are delivered, and will de- 
cide next month whether to or- 
der the seizure of $55 million 
worth of Rich’s assets that 
the company put up to guaran- 
tee compliance with the sub- 
poena. Meanwhile Rich, as 
elusive as ever, has returned to 
Switzerland. -~-By Guy D. Garcia 
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Fraud Probe of Marc Rich i 


, Continued from page 1, column 4 
year. Under an agreement with the 
U.S. government, Marc Rich began 
to-comply but the Swiss government 
seized douments earlier this month. 

Alao complicating the situation 
waa the supposed sale of the 
American subsidiary so that it 
became an independent company, 
Clarendon Ltd. However, govern- 
ment prosecutors have expressed 
akepticlsm, since the heads of the 
new company have heen agsoclated 
with Marc Rich. 

Judge Sand had scheduled a hear- 
ing for yesterday to take evidence 
concerning the aale and other aspects 
of the Investigation but it was poat- 
poned unt! Sopt. 19 while the U.S. 
and Swiss governments négotiate 
over whether the Swiss will allow the 
turnover of the documents It seized to 


bo surrendered. 
Both Mesars. Gluliani! and 


Pedowilts have spent hours each day 
on the case during recent weeks. 
Morrla Weinberg Jr., an Asalstant 
.U.8. Attorney, has been in charge of 
the investigation elnce Jast year. 

He haa sincé heen joined by 
Carolyn L. Simpson, an Asaistant 
U.S. Attorney, who handled much of 
the negotiations that'led to payment 
of the contempt fineg. Other 
prosecutors now participating in the 
caso are Jane Parvar, Chiat of Major 
Crimes, and Martin J. Auerbach, an 
Aaasiatant U.S. Attorney. « 

The Swiss company hag‘ beon 
represented by Morton M. Maneker, 
Bruop B. Fader, Jefirey A. Mishkin, 


_John W. Ritchie: and Robert C. 


Finkel, of Proskauor. While he was 
head of Proskauer’s litigation 
department, Marvin EB. Frankel, was 
ita lead Utigation lawyer. 

Mr. Frankel left Proskauer in the 
midst of the litigation to become a 
name partner in what now fa 
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Frankel but still te Hated as an at: 
torney of record: = °. 

Milgrim Thomajan 
represented the U.8. aubsidiary in 
civil Mfigation and when the grand 
Jury Investigation spiiled.into cqurt, 
Willlams & Connolly represented It, 
with Milgrim Thomajan in charge of 
document production. © 


has: 
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arlier this month, Curtis, Mallet- 


Prevost replaced Willlams & Connol- 
ly for the grand-jury Investigation. 
The Curtis, Mallet-Prevost lawyers 
representing Clarendon are Peter E. 
Fleming Jr., T. Barry Kingham, 
Ellot Lauer, Mark O'Donoghue and 
Michael Zimmerman. 

The civil litigation Involving the 
aubaidiary ts believed to"have been 
handled by Robert Thomajan and 
Robert B. Motater' of Milgrim 
Thomajan. : 

Willlams & Connolly atill remains 
associated with the investigation, 
since Edward Bennett Willlama and 
Richard M. Cooper, of the firm, 
represent the two main principals in 
the Swiss company; Marc Rich and 
Pincus Green. : 

The government lawyers in. 
Washington.who have been con- 
cerned in the case include Glenn L. 
Archer Jr., head of the Department 


-of Justice's Tax Division, and Robert 


Edwin Davis, a Deputy Aaslatant At- 
torney General. ~ 

Also involved aro Mark M. 
Richard, a Deputy Assistant At- 


.torney General tn the Criminal Divi- 


sion, Philip T. White, head of the 
International Affairs Section in the 
Criminal Division; and Lawrence W. 
Chamblee, of the International Af- 
faire Bectlon. 

The interests of the Swiss govern- 
ment have been represented by 
Robert E, Herzatein, of Arnold & 
Porter, in Washington, and Jucrg B. 
Leutert, ‘legal adviser ta the Sw 
Embassy in Washington. j 
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RM Top Prosecutors Arrayed Against Major Firms i 

hes, : ox : rs 
Hequy Artillery Up Front ... ; 
aH, ® ° 2 
file In U.S. Probe of Marc Rich | 
ae ss) i : ue; 
f 4s By Alun Koha ee 
fe Ant What started out two years ago as = Glulfant, including Mr. Glullan! and ay 
ar a routine (oveatigation is no more. Lawrence B. Pedowits, Chief of the ¢@ 
6 Now, there are almost dally ° Criminal Division, now are Involved aa 
i headlines about suspicions of mas- {si New York City and five more are BY’ 
,alve tax fraud by the American sub- working on the case in Washington. 

aldiary of a Swiss commodities ~° The lhw firma playing rolea in- ffi 

trader, Marc Rich & Co. AG. clude Proskauer Rose Gootzs & #4. 

High goverumont offictula, eleven Mendelsohn Custis ; Curtis, Mallet-Prevoat, {3 

Federal proagcutors and dozens of Colt & Idole; and Thoma. [% 
government agents are involved, as jan Jacobs & Lee, in New York City, 7° 

are five law flyma. Defiance of a and Williams & Connolly and Arnold ie 
Federal judga'g order to turn over & Porter, in Washington. Ba 
documents to 4 gyand jury hae cost An Internal Revenue Service in- iit 

Mare Rich marg than 62.6 million ip , vestigation begun In 1981 was con- [3 

contempt fines, ~ ~ Unued last year by Southern District p37 

After Maro Rich finally. began ~prosecutgra who are probing whather Fe. 

complying with the order, the Swiss Mare Rich charged artificlally high if 

» Kovernment seizeg gome of the docu-, prices for commodities sold to ita Ey 

rae 


ments, creating en inajdent with the -American aubaldiary to reduc we 
U.S. govérnment ang further legal Jatter’s tax Tabi re 
complications. + : “Maro Bich already hag paid $2.6 & 


What caused the Interest of mililon In dally $60,000 contempt 4 
lawyers, newspapers and high fipes for failure to produce sub- 
government offictala was the amount poenaed documents. The company a 
of the contempt fines, $50,000 dally, . was ordered to comply with the sub- By 
and the fact the cqypany pald the poena Jagat year by Judge Leonard B. fi 
finea and agreed to aamply with the Band, of the U.8. District Court for 
subpoena only after the government the Southern District of New York. ff 
moved, fn effect, ta frease the aub- After appeals failed and the com- je 

} aidiary’s asseta. A pany atill failed to comply, the Judge #- 

Six Federal Prossoytors in the of- 

fice of U.8. Attorney Rudolph W. 
Pte 
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oe By Rogert E. TAYLOR 
And Rouge Lowenstein 
Staff Reporters of Tuk Wau Senger JavKnar 
The U.S. Is trying to expand Its jurisdjc- 
.{ don over forelgn companies that may have 
“Tbrpken U.S. laws. 


Jt is getting support for that effort from 
“st J-recent ‘precedent-getting - decisions that 
ees oS “| courts have made in the government's fight 
vey + ae with Mare Rich & Co. AG, A federa) grand 
‘| Jury is investigating whether the Swiss: 
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-. "85 | baged commodities concern evaded taxes by_ 
Pe ity, dlyerting Income dram. its U,S, Sungldlary, {9 
Tes? Tie parent firm. : 

me a Attorneys’ say the new, tough approach 


ine promises to intensity conflicts between U.S. 
| courts and mult{natlonal compantes, and be- 
| tween the courts ang governments, Already, 
\) federal ‘prosecutors? in other parts of ‘the 
3| country are preparing to cite the Rich case 
- +} 8 @ precedent for stl{fer sanctions In cages 
el Inyolving forelgn concenys. 

‘ “It used to he that {f an investigation ex- 
tended ‘offshore, the Justice Department 
sy /5efd. This ls the end,’ says: Washington 
es attorney Gerald A. Feffer. But the Rich ~ 
© | Bag, he gays, “vividly demonstrates how 
] bard the department will push for overseas 
dacuments “and how unsympathetic the 
éouirts' can be ‘to’complaints that digclosure 
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from the bank, government aitaae say 
they'll ask further sanctions. 


“Case law is beginning to firm up that 
the grand jury or a trial court shold have 
access to overseas documents,” says John 
Smietanka, U.S. attorney In Grand Rapids, 
Mich. As a result, he says, penalties may 
prow and “each succeeding case should take 
a lot less time.” 

To enforce a grand-jury subpoena calling 
for syrrender of documents in Germany, 
Mr. Smietanka last year asked a federal 

. Judge to impose a fine of $50,000 a day on 
that country's Deutgche Bank AG. He also 


feld, a New York Unversity law. ae 
sur, i na i 

Despite the severity of moves 50, 
however, the government may fail to fort 
full compliance. Such enforcement tat 
can only be effective, says Justice Depart: 
ment attorney Peter Clark, If a company. 
has a U.S. operation that can be subjected to’ 
fines or other sanctlans. Deutsche Bank and. 
Bank of Nava Scola, for nSNE: have | Ue 
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Mavi 
Elusive Target 
Where is Marc Rich? 


na milieu that abounds in shadowy fig- 

ures, Marc Rich is one of the most elu- 
sive of all. Probably the world's biggest 
independent dealer in crude oil, Rich, 49, 
leads an intensely private life, is rarely 
photographed and gives no interviews. 
His money, however, talks. He was_the 
secret partner in the $722 million_pur- 
chase o entury-Fox in [98), He ts 

iéved to ¢ “mystery buyer” who 
the same year tried to corner the global 
market for tin. The Belgian-born Rich, 
whose family fled to New York during 
World War H, found his calling 30 years 
ago as a metals trader after dropping out 
of New York University. The Swiss- 
based commodities firm he founded in 
1974, Marc Rich & Co. AG, is now one of 
the largest in the world, trading an annu- 














things. Rich's personal forline is estimat- 
edat more than $100 million. “Every- 
body is amazed at his commercial suc- 
cess,” says Oil-Industry Consultant 
Walter Levy, “without quite knowing 
how he did it.” 


he U.S. Government, for one, is deter- 

mined to find out. The Justice Depart- 
ment believes the company carried out a 
“massive tax-fraud scheme” in 1980 by 
diverting some $20 million in profits from 
its subsidiary in New York City to its 
headquarters in Switzerland. The depart- 
ment’'s probe has resulted in a prolonged 
legal face-off with the firm. The latest cri- 
sis came last week, when Federal Judge 
Leonard Sand threatened (to freeze up to 
$55 million in Mare Rich & Co. assets at 
some 20 domestic banks and companies, a 
move which would have paralyzed the 
company’s U.S. operations. 

The confrontation began in April 
1982, when a federal grand jury started 
looking into charges that during the 1970s 
the Rich firm had sold price-controlled oil 
through a complicated series of trades 
that resulted in illegally inflated profit 
margins. In addition, federal prosecutors 
accused the Swiss company of covering up 
the profits by selling oil to its U.S. subsid- 
iary at an artificially high rate. Since the 
subsidiary then resold the oil at lower 
market rates, it incurred a sizable loss in 
the U.S., thus escaping income taxes. 

To evaluate the charges, the grand 
jury demanded to see some of Mare Rich 
& Co.’s files. The firm refused, contending 
that a Swiss company need not honor a 
U.S. subpoena and that, in any case, the 
transactions among its divisions were 
made according to fair-market prices. 
Last fall Judge Sand issued a contempt ci- 
tation against the company. He ordered a 
$50,000 fine for each day that it failed to 
release the documents, a penalty that 
could total $27.5 million by the timo the 
grand jury disbands. [n June, Marc Rich 
& Co. secretly sold its U.S. division to a 





TIME, AUGUST 15. 1983 





wf 


3 lo) & | ogee 


ree ere ee ER Cates SNS & Sate a 


group of the parent company’s officers, all 
foreign nationals. U.S. Attorney Morris 
Weinberg called the maneuver an “egre- 
gious deception” designed to bolster the 
firm’s claim of foreign immunity. 

Rich started his career with Manhat- 
lan-based Philipp Brothers, then a quict 
company (now Philbro-Salomon) of 
metals traders. He became something 
ofa protégé of Ludwig Jesselson, the com- 


pany’s head. After assignments in Bolivia 
and_Spain. he returned to New York an 


uilt the company’s lucrative oil-trading 
department. He made a killing during the 
1973 Arab oil embargo, but the company 
declined to pay the seven-figure commis- 
sion he demanded and he left in a huff, 
With partner Pincus (“Pinky”) Green, a 
fellow Wunderkind trader from Philbro, 
he established his own firm with 
headquarters in Zug, an Alpine town 
14 miles south of the financial center 
of Zurich. 
As his company’s troubles have be- 
come public, some customers say they are 
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The commoidlty trader’s headquarters In Zug 
A “massive tax-fraud scheme"? 


shying away. The firm has changed its 
name in the U.S. to Clarendon Ltd. and 
has taken down the Marc Rich signs 
around its Fifth Avenue offices. Rich 
himself has moved out of his Park Avenue 
apartment, and is believed to be working 
out of the Zug offices. Two weeks ago, 
Clarendon sent out notices telling its cus- 
tomers it would conduct business as usual 
during the freeze, but since then Judge 
Sand has prohibited those reassurances 
on pain of further contempt citations. 
The increasing pressure finally com- 
pelled lawyers for Mare Rich & Co. to 
agree late last week to deliver the contest- 
ed documents within two weeks. But 
Rich, who was ance described by a former 
colleague as being “like granite,” may 
find new ways to go on stonewalling his 
accusers. .  ] 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


UNITED STATES OF AMERICA 


-v- : INDICTMENT 
MARC RICH, PINCUS GREEN, : $3 Cr, 
CLYDE MELTZER, MARC RICH + CO., 
A.G., and MARC RICH & CO. 
INTERNATIONAL, LTD., a/k/a 
"Clarendon A.G. (Ltd., S.A.)", 
its purported successor in interest, 


Defendants. 


COUNT ONE 
THE RACKETEERING CONSPIRACY 

The Grand Jury charges: 

Introduction 

At all times relevant to this Indictment, except as 
otherwise indicated: : 

1. The defendant MARC RICH is a United States citizen 
and a principal shareholder and Chairman of the Board of 
Directors of the defendant MARC RICH + CO.,‘A.G. ("AG"), and 
Chairman of the defendant MARC RICH & CO. INTERNATIONAL, LTD. 
a/k/a "Clarendon A.G. (Ltd., S.A.)," its purported successor in 
interest ("INTERNATIONAL"). . 

2. The defendant PINCUS GREEN is a United States 
citizen and a principal shareholder and member of the Board of 
Directors of the defendant AG, and President of the defendant 
INTERNATIONAL. 
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3. The defendant CLYDE MELTZER is a United States 
citizen and vice-president in charge of crude’ oil trading for 
Listo Pavesleuir, Houston, Texas. In or about late summer 1982, 
the defendant CLYDE MELTZER was hired as a crude oil trader by 
the defendant INTERNATIONAL. 

4. The defendant AG is a Swiss corporation which is 
engaged in the worldwide business of trading commodities, including 
crude oil, and transacts and does business in the United States. 
The defendant AG has not filed any United States corporate income 
tax returns. 

or The defendant INTERNATIONAL is a wholly-owned 
Swiss subsidiary of the defendant AG, which is in the business of 
trading commodities, including crude oil, in the United States 
and files United States corporate income tax returns. The 
defendant INTERNATIONAL has -its principal offices in New York City 
and in Zug, Switzerland. During 1980 and 1981, revenues generated 
by the defendant INTERNATIONAL from crude oil trading constituted 
the principal part of the defendant INTERNATIONAL's reportable 
income in the United States for corporate income tax purposes. 

As a reseller and trader of crude oil in the United States, de- 
fendant INTERNATIONAL was also subject to the oil price control 
rules and regulations administered by the Department of Energy 


as set forth in Paragraphs 16 through 23 below. 
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6. Rescor, Inc. ("Rescor") and Highams Consultants 
("Highams") are wholly-owned Panamanian subsidiaries of the 
defondank AG engaged in the business of trading crude oil. 

Rescor and Highams do not maintain separate sets of books and 
records from the defendant AG. “ 

7. The defendant AG, and its wholly-owned subsidiaries 
the defendant INTERNATIONAL, Rescor, and Highams are an enterprise, 
as defined in 18 U.S.C. § 1961(4), engaged in, and the activities 
of which affect, interstate and foreign commerce. The enterprise 
has been conducted by the defendants MARC RICH, PINCUS GREEN, 
CLYDE MELTZER, AG, INTERNATIONAL and others through a pattern of 
racketeering activity wherein the defendants and others concealed in 
excess of $100 million in taxable income from crude oil 
transactions of the defendant INTERNATIONAL by diverting it, 
through a series of sham transactions, offshore to the defendant 
AG. This $100 million in taxable income itself had been illegally 
generated for the most part by the defendants! violations of 
federal energy laws and regulations. The enterprise has been 
used by the defendants to enable the defendant INTERNATIONAL to 
evade in excess of $48 million in United States taxes for the 
1980 and 1981 tax years. 

8. In addition, during the American hostage crisis in 
Iran, the defendants used the enterprise to violate federal 
laws prohibiting commercial transactions and credit transactions 
with Iran to trade crude oil and fuel oil purchased directly from 


the National Iranian Oil Company. ; 
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The Objects of the Racketeering Conspiracy 


9. From on or about January 1, 1980, up to and 
including the date of the filing of this Indictment, in the 
Southern District of New York and elsewhere, MARC RICH, PINCUS 
GREEN, CLYDE MELTZER, AG, and INTERNATIONAL, the defendants, being 
individuals and entities employed by and associated with an enterprise, 
engaged in, and the activities of which affect, interstate and 
foreign commerce, together wath others known and unknown to the 
Grand Jury ("co-racketeers"), whl avkalivs wilfully and knowingly, 
did combine, conspire, confederate and agree together and with 
each other to commit an offense against the United States, to 
wit, a violation of Title 18, United States Code, Section 1962, 
that is, to conduct and participate, directly and indirectly, in 
the conduct of such enterprise's affairs through a pattern of 
racketeering activity as defsined in Title 18, United States Code, 
Section 1961(5) 

10. It was an object of the racketeering conspiracy 
that the defendants MARC RICH, PINCUS GREEN, CLYDE MELTZER, AG 
and INTERNATIONAL, together and with their co-racketeers, would 
and did commit and agree to commit the acts of racketeering, 
including mail fraud, indictable under Title 18, United States 
Code, Section 1341, as charged in Paragraphs 26 and 27 of. this 
Count and in Counts 25-28, and wire fraud, indictable under Title 
18, United States Code, Section 1343, as charged in Paragraphs 
12-25 and 28-29 of this Count and in Counts 5-24 and 29-51, all 


in violation of Title 18, United States Code, Section 1962(c). 

















we coves : @ ; & 


The Pattern of Racketeering 


ll. It was a part of the pattern of racketeering 


activity that from on or about January 1, 1980, up to and through 
the date of the filing of this Indictment, the defendants MARC 
RICH, PINCUS GREEN, CLYDE MELTZER, AG, and INTERNATIONAL, 
together and with their co-racketeers, unlawfully, wilfully and 
knowingly, would and did devise and intend to devise schemes and 
artifices to defraud the United States, and its agencies thereof, 
and to obtain money and property by means of false and fraudulent 
pretenses, representations and promises, to wit: 

(i) the Internal Revenue Service ("IRS") in its 
lawful governmental service of administering and overseeing the 
collection of taxes in the United States; 

(ii) the Department of Energy ("DOE") in its lawful 
governmental service of administering and overseeing the laws and 
regulations which provided for price controls and limited mark-ups 
for the sale of crude oil produced in or imported into the United 
States; and 

(iii) the Department of Treasury and its Office of 
Foreign Assets Control in its lawful governmental service of 
administering and overseeing the laws and regulations which 
prohibited unauthorized commercial transactions and credit 
transactions with Iranian-controlled entities during the American 


hostage crisis. 
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The Racketeering Acts 
The Scheme To Defraud The IRS 


12. It was part of said scheme and artifice to defraud 


the IRS (as well as the DOE) that the defendants MARC RICH and 





PINCUS GREEN would and did cause third party companies, to wit, 
West Texas Marketing ("WIM"), Abilene, Texas, and Listo Petroleum 
("Listo"), Houston, Texas, to conduct business for and on behalf 
of the defendant INTERNATIONAL and to conceal approximately 

$71 million in domestic profits belonging to the defendant 
INTERNATIONAL by making it appear that such profits had in fact 
been earned by WIM and Listo rather than by the defendant 
INTERNATIONAL. 

13. It was further part of said scheme and artifice to 
defraud the IRS (as well as the DOE) that the $71 million in 
domestic profits of the defendant INTERNATIONAL being concealed 
and held by WIM and Listo would be and were moved by wire transfers 
to foreign bank accounts of the defendant AG and its wholly-owned 
subsidiaries Rescor and Highams through a series of sham 
transactions involving foreign crude oil, in which WIM and Listo 
purportedly "lost" to the defendant AG amounts equivalent to the 
concealed profits actually belonging to the defendant 
INTERNATIONAL. 

14. It was further part of said scheme and artifice to 
defraud the IRS (as well as the DOE) that the defendants and ~ 
their co-racketeers would and did create in excess of $31 million 
in fraudulent deductions for the defendant INTERNATIONAL by 


fabricating transactions between the defendants AG and 


ae ae 
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INTERNATIONAL relating to offshore oil deals between the 


defendant AG and Charter Oi] Company Bahamas.’ As a result of 
these éhai transactions, over $31 million in taxable income was 
diverted from the defendant INTERNATIONAL offshore to the 
defendant AG. 

15. It was a further part of said scheme and artifice 
to defraud the IRS (as well as the DOE) that the defendants and 
their co-racketeers would and did create $2,716,510.00 in 
fraudulent deductions for the defendant INTERNATIONAL by 
fabricating a transaction between the defendant INTERNATIONAL and 
Rescor involving the purchase of foreign crude oil by Rescor. As 
a result of this sham transaction, $2,716,510.00 in taxable 
income was diverted from the defendant INTERNATIONAL offshore to 
the defendant AG through Rescor. 

Method and Means 

Background: Oil Price Control Regulations 

16. The Emergency Petroleum Allocation Act (EPAA) of 
1973, Title 15, United States Code, Section 75l, et seq., and the 
regulations promulgated thereunder, provided for price controls 
and mandatory allocation of all crude oil produced in or imported 
into the United States. 

17. Under various of the regulations, the United 
States, through che DOE, limited the prices that could be charged 
for domestic crude oil. Under the regulations, the permissible 
price was different for different regulatory categories of crude 


oil. i, 
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18. The regulatory categories of crude oil were "old" 


(also called "lower tier"), "new" (also called “upper tier") and 
isteipper st Crude oil was categorized or labelled "old," "new", 
or "stripper" depending on the history or the level of production 
of the well from which the oil came. Crude oil coming from a 
well at or below a designated 1972 level of production was 
labelled "old"; "new" oil referred to crude oil discovered since 
1973 or oil obtained from existing wells in excess of the 1973 
level of production; "stripper" oil referred to crude oil produced 
from a well whose average daily production was less then ten 
barrels. These categories (or labels) corresponded to price 
control categories and were not based on any physical or chemical 
characteristics of the oil. Since the oil was physically 
identical, oftentimes a quantity of domestic crude oil contained 
components of old oil, new oil and stripper. A barrel of domestic 
crude oil with a new oil or old oil component was referred to as 
a "controlled barrel." Stripper oil was referred to as 
"uncontrolled." 

19. Old oil (lower tier) had the lowest maximum lawful 
selling price. New oil (upper tier) had a higher maximum lawful 
selling price than old oil. Stripper oil was exempt from price 
controls and could be sold at the world market price which was 
far in excess of the prices for old and new oil. Depending on 
the type of crudé oil, a stripper barrel would at relevant times 
sell for in excess of $20 more than a lower tier barrel and $15 


more than an upper tier barrel of like quality. 
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20. Every seller of a volume of domestic crude oil was 
required by the regulations to. certify in writing to the purchaser 
the respective amounts and prices of old oil, new oil, and stripper 
oil contained in the crude oil being sold. The DOE periodically 
audited and reviewed the records of sellers and purchasers of 
crude oil, which records were required to be_kept by law, to 
determine compliance with the regulations. 

21. During the period of price controls, in order to 
evade the regulations and puedes illegal and hugh profits, 
controlled oil was on occasion sold through a series of oil 
resellers known as a "daisy chain." The defendant INTERNATIONAL 


frequently participated as the original reseller of controlled 





oil into a "daisy chain." The "daisy chain" was utilized by the 
original reseller to make it extremely difficult to trace the 
movement of controlled barrels and to facilitate illegal altera- 
tion of the certifications on controlled barrels into stripper 
barrels (uncontrolled) which could then be sold at the much 
higher world market price. The original reseller of controlled 
oil into the "daisy chain" would receive, at the conclusion of 
the "daisy chain," an equivalent quantity of crude. oil falsely 
certified as stripper barrels at drastically discounted prices 
from the world market value. The original reseller would then 
sell these stripper barrels at the world market price and realize 
enormous profits. Each of the oil companies in the "daisy chain" 


made a smaller profit. 
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22. Under the regulations, a crude oil reseller was 


defined as an entity which purchased or sold crude oil without 
substantially changing its form by processing or other means. 

A reseller was restricted in the prices it could charge its 
customer for crude oil. The regulations established a "permissible 
average markup" (PAM) for resellers. Effective September l, 

1980, the DOE established the permissible average markup of 20¢ 

per barrel for a reseller such as the defendant INTERNATIONAL. 

In the event that a pedeuieeis actual average markup, computed on 

a monthly basis, exceeded its PAM, the excess profits were 

illegal. 

23. Resellers were required on a monthly basis to 
submit forms ERA-69 to the DOE setting forth their actual average 
markup per barrel for crude oil sales. On the ERA-69, resellers 
were required to set forth the dollar amount of any PAM over- 
charges in order that the overcharges could be immediately 
refunded to customers. 

24. The defendant INTERNATIONAL was a reseller subject 
to the 20¢ per barrel PAM and was required to file forms ERA-69 
on a monthly basis. 

25. Among the methods and means employed by the 
defendants MARC RICH, PINCUS GREEN, CLYDE MELTZER, AG and 
INTERNATIONAL and their co-racketeers to effectuate the scheme 
described in Paragraph 11(i) and Paragraphs 12 through 15 


above, were the following: 
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The West Texas Marketing "Pot" 
(a) Prior to September 1980, the defendants MARC 


RICH and PINCUS GREEN for the defendant INTERNATIONAL would and 
did transact numerous "daisy chain" crude oil deals with West 
Texas Marketing ("WIM"), a crude oil reseller in Abilene, Texas. 
In those "daisy chain" deals, WIM would and did purchase from the 
defendant INTERNATIONAL domestic controlled oil upon the agreement 
to sell back to the defendant INTERNATIONAL, after going through 
a "daisy chain," an equal quantity of stripper oil (uncontrolled) 
at a substantial discount from the world market price, which the 
defendant INTERNATIONAL then sold to third parties for huge profits. 
The substantial profits from these transactions were recorded on 
the books and records of the defendant INTERNATIONAL. 

(b) After September 1980, the defendants MARC 
RICH and PINCUS GREEN agreed with the principals of WIM to alter 





their "daisy chain" transactions with the defendant INTERNATIONAL 
so that the huge profits of the defendant INTERNATIONAL from 
these eeade oil transactions would be retained for it by WIM, 
rather than being reflected on the books and records of the 
defendant INTERNATIONAL as before. In these later transactions, 
WIM would continue to buy controlled barrels from the defendant 
INTERNATIONAL at the controlled price and agree to produce for 
the defendant INTERNATIONAL an equal number of stripper barrels 
at a price substantially below the market value. However, rather 
than sell these cheap stripper barrels back to the defendant 


INTERNATIONAL at the lower price as previously, WIM agreed 


ame ee 








we. & 


ostensibly to sell the stripper barrels to the defendant 
INTERNATIONAL, or to third party companies, designated by the 
defendant INTERNATIONAL, at the higher market price. From these 
deals, WIM purportedly reflected huge profits on its books, which 
profits were referred to as the "pot." 

(c) The defendants MARC RICH and PINCUS GREEN and the 
principals of WIM further agreed that the huge profits in the 
"pot" belonged to the defendant INTERNATIONAL and would be retained 
by WIM in its bank accounts for the defendant INTERNATIONAL. 

(d) To further conceal the scheme, the defendants and 
their co-racketeers would and did cause WIM to prepare and mail 
invoices to the defendant INTERNATIONAL which falsely indicated 
that WIM had sold the stripper barrels to the defendant 
INTERNATIONAL at the high world market price, when in truth and 
in fact the defendant INTERNATIONAL was paying a far lower price 
upon WIM's agreement secretly to kickback to the defendants the 
huge profits held by WIM for the defendant INTERNATIONAL in the 
"pot". 

(e) The monies in the "pot" were periodically moved 
out of the United States at the instance of the defendants MARC 
RICH and PINCUS GREEN to foreign bank accounts of the defendant 
AG and its foreign subsidiaries Rescor and Highams through sham 
transactions, wherein WIM would incur pre-arranged losses to the 
defendant AG and its foreign subsidiaries. For example, in many 
of these transactions the defendant AG would purportedly sell a 


cargo of foreign crude oil to WIM,, and then WIM would ostensibly 
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sell the same oil back on the same day to Rescor, the defendant 
AG's subsidiary, for $3 per barrel less than WIM had paid for it. 
These transactions were a sham in that they were utilized by 
the defendants solely to remove monies from the "pot" and move 
the profits offshore. The defendants paid WIM 20¢ per barrel to 
engage in these sham transactions. _ 
(£) Bi or about around April 30, 1981; the defendant MARC 
RICH and others met in New York, New York with representatives of 
WIM to discuss the amount remaining in the WIM "pot". The 
defendant MARC RICH and the principals of WIM agreed on a compromise 


"pot" amount of $1,215,000.00 and as a result of the meeting, the 





- $1,215,000.00 from the "pot" was moved out of the United States to 


the defendant AG through a sham foreign loss transaction 
involving AG's subsidiary Highams. 

(g) From in or about October 1980, through May 1981, 
the defendants moved and caused to be moved in excess of $23 
million offshore to the defendant AG and its foreign subsidiaries 
from the WIM "pot". 

(h) For the pugaose of executing the scheme and 
artifice to defraud and attempting to do so, the defendants and 
their co-racketeers would and did transmit and cause to be 


transmitted by means of wire, radio and television communication, 


in interstate and foreign commerce, various telexes, telefaxes, 


and wire and cable transfers of monies, including wire transfers 


of monies from the "pot" sent by WIM from the United States to 


fe 
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foreign bank accounts of the defendant AG and its subsidiary 
Highams resulting from transactions involving: oil tankers, as set 
forth below: 


APPROXIMATE DATE OF 





WIRE COMMUNICATION WIRE TRANSFER NAME OF VESSEL(S) 
(1) wire transfer to AG October 21, 1980 "Arctic Star" 


of $12,507,818.40 
by WIM (including 
$1,786,831.00 from 
the "pot"') 


(2) wire transfer October 23, 1980 "Norse King" 
to AG of $4,050,000.00 
by WIM from the "pot" 


(3) wire transfer to AG January 5, 1981 “Olympic Bond" 
of $5,384,217.00 by 
WIM from the "pot" 


(4) wire transfer to AG January 30, 1981 "Nia Rocco Piaggio" 
of $5,000,000.00 to and 
AG by WIM from the "pot" . "Okinoshima Maru" 
(5) wire transfer to February 9, 1981 "Okinoshima Maru" 
AG of $1,199,974.00 . 


by WIM from the "pot" 
(6) wire transfer to AG February 23, 1981 "Romo Maersk" 
of $5,141,709.00 by 
WIM from the "pot" 
(7) wire transfer to May 4, 1981 ‘ "Philip of Macedon" 
Highams of $1,215,000.00 
by WIM from the "pot" 
The Listo "Pot" 

(i) In and around September 1980, the defendants and 
their co-racketeers would and did agree with Listo Petroleum 
Corporation ("Listo"), a crude oil reseller in Houston, Texas, to 
a scheme which was essentially a duplicate of the WIM scheme set 


forth above, in order to conceal profits of the defendant 
; 


oe 














¥ : 
Mak WP-600/1A eo) & 
INTERNATIONAL from sales of domestic crude oil by retaining the 
‘defendant INTERNATIONAL 's profits on the books and records of 
Listo. ast as with the WIM scheme, the defendants and their 
co-racketeers referred to these monies as the "pot." As with the 
WIM scheme, these huge profits were moved from the books of Listo 
offshore to foreign bank accounts of defendant AG and its foreign 
subsidiaries through a series of sham foreign loss transactions 
wherein Listo would incur eres seransed losses to the defendant AG 
and its foreign subsidiary Reeder on the purchase and sale of 
foreign crude oil. Also as with the WIM scheme, these 
transactions included deals in which Listo would buy crude oil 
from the defendant AG and then immediately resell the same oil 
back to Rescor for a $3 per barrel loss. 

(j) In or about August 1980, the defendants MARC RICH 
and PINCUS GREEN on behalf of the defendant INTERNATIONAL, nego- 
tiated with representatives of Atlantic Richfield Company 
("Arco") to purchase controlled barrels of Alaskan North Slope 
("ANS") oil. After a series of negotiations, the defendants MARC 
RICH and PINCUS GREEN for the defendant INTERNATIONAL agreed to 
purchase from Arco, approximately 18 million ANS controlled 
barrels to be delivered in 1980 and 1981. The defendants MARC 
RICH and PINCUS GREEN subsequently informed Arco that Listo, 
rather than the defendant INTERNATIONAL, would be the contracting 
party with Arco on the deal. The ANS barrels from the Arco deal 
comprised the majority of barrels from which the "pot" monies 


| were collected for the defendants pn the books of Listo. 
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(k) As with the WIM scheme, the defendant CLYDE 
MELTZER for Listo agreed to acquire for the defendant 
INTERNATIONAL stripper ANS eaeeeis at prices far below the’ world 
market price. As with the WIM scheme, Listo agreed ostensibly to 
sell the stripper ANS barrels to the defendant INTERNATIONAL at 
the higher market price, thereby purportedly reflecting huge 
profits on Listo's books. 

(1) To further conceal the scheme, the defendants and 
their co-racketeers would and did cause Listo to prepare 
and mail invoices to the defendant INTERNATIONAL which falsely 
indicated that Listo had sold the stripper barrels at the high 
world market price, when in truth and in fact the defendant 
INTERNATIONAL was paying a far lower price upon Listo's agreement 
to secretly kickback to the defendants the huge profits kept by 
Listo for the defendants in .the "pot." 

(m) In 1980 and 1981, the defendants moved and caused 
to be moved in excess of $47 million offshore to the defendant AG 
from the Listo "pot". 

(n) The defendants MARC RICH and PINCUS GREEN regularly 
met in New York with the defendant CLYDE MELTZER to discuss the 
Listo "pot". At these meetings, the defendant CLYDE MELTZER 
would give the defendants MARC RICH and PINCUS GREEN records 


accounting for monies currently in the "pot". 


age 
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(0) For the purpose of executing the scheme and 


artifice to defraud and attempting to do so, the defendants and 


their co-racketeers would and did transmit and cause to be 


transmitted by means of wire, radio and television communication, 


in interstate and foreign commerce, various telexes, telefaxes, 


and wire and cable transfers of monies, including wire transfers 


of monies from the "pot" sent by Listo from the United States to 


foreign bank accounts of the defendant AG resulting from trans- 


actions involving oil tankers, as set forth below: 


WIRE COMMUNICATION 


(8) wire transfer to AG 
of $32,950,790.78 
by Listo (including 
$4,131,620.24 from 
the "pot") 


(9) wire transfer to AG 
of $4,259,844.00 by 
Listo from the "pot" 


(10) wire transfer to AG 
of $18,605,470.63 
by Listo (including 
$2,241,743.45 from 
the “pot") 


(11) wire transfer to AG 
of $19,946,909.84 
by Listo (including 
$2,266,694.30 from 
the "pot") 


(12) wire transfer to AG 
of $5,291,409.82 by 
Listo from the "pot" 


(13) wire transfer to AG 
of $3,349 ,660.34 by 
Listo from the "pot" 








APPROXIMATE DATE OF 


WIRE TRANSFER NAME OF VESSEL(S) 
December 5, 1980 "Montessa"™ 
December 15, 1980 "Universe Explorer" 
December 23, 1980 "Alnair [I" 
December 31, 1980 "Lamyra" 

January 27, 1981 "Artic Star" 
January 30, 1981 "Ionian Commander" 
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APPROXIMATE DATE OF 


WIRE COMMUNICATION WIRE TRANSFER NAME OF VESSEL(S) 
(14) wire transfer to AG February 2, 1981 "Jeci" 
° of $1,873,584.45 by 


Listo from the "pot" 


(15) wire transfer to AG February 11, 1981 "Keiyoh Maru" 
of $6,396,202.22 by 
Listo from the "pot" 


(16) wire transfer to AG March 3, 1981 "White Gardenia" 
of $5,315,478.50 by 
Listo from the "pot" 





(17) wire transfer to AG May 5, 1981 "Jamunda" and 
of $9,452,307.00 "Norse King" 
by Listo from the 
"pot" 
(18) wire transfer to May 14, 1981 "Philip of Macedon" 
Rescor of $3,000,000.00 and "Okinoshima Maru" 


by Listo from the "pot" 


The Charter False Deductions 





(p) In and around May 1980, the defendants and their 
co-racketeers entered into a transaction with Charter Crude Oil 
Company ("Charter") wherein Charter agreed to sell the defendant 
INTERNATIONAL domestic controlled barrels and the defendant AG 
agreed to sell Charter's Bahamian subsidiary foreign crude oil at 
substantial discounts from the world market price. The transaction 
called for the delivery of controlled barrels to the defendant 


INTERNATIONAL and the delivery of foreign barrels from the 





defendant AG to Charter's Bahamian subsidiary on a monthly basis 
from June 1980, through at least December 1980. The vast majority 
of the controlled barrels delivered by Charter to the defendant 
INTERNATIONAL were sold by the defendants to WIM in "daisy chain" 
transactions, and the defendant INTERNATIONAL realized 


substantial profits. 


aes 
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(q) Subsequently, in or about late summer 1980, the 
defendants prepared fraudulent invoices in order illegally to 


. transfer much of the defendant INTERNATIONAL's profits from these 





transactions offshore to the defendant AG. The defendant AG 
invoiced the defendant INTERNATIONAL for $31,106,273.08, charging 
the defendant INTERNATIONAL for the difference between the 
discounted price (the price that the defendant AG had sold the 
foreign crude oil to Charter's Bahamian subsidiary) and the 
purported world market price for the crude oil. These invoices 
and the subsequent entries on the defendant INTERNATIONAL's books 
falsely purported that the defendant INTERNATIONAL had purchased 
the foreign crude oil from the defendant AG at its "fair market 
value" and subsequently sold the foreign crude oil to Charter's 
Bahamian subsidiary at a substantial discount, when in truth and 
in fact the defendant INTERNATIONAL had never purchased the 
foreign crude oil from the defendant AG or sold it to Charter's 
subsidiary. The defendant MARC RICH instructed the comptroller 
for the defendant INTERNATIONAL to notify his counterpart at the 
defendant AG in Zug, Switzerland, to prepare these fraudulent 
invoices. As a result, the defendant INTERNATIONAL fraudulently 
reduced the amount of the defendant INTERNATIONAL's taxable 
income for 1980 by $31,106,273.08 and transferred most of that 
sum offshore to the defendant AG. | 

(r) In and around September 1980, in order to make the 
invoices further appear as if there had been an actual contract 
between the defendant AG and the defendant INTERNATIONAL, the 
defendant AG sent the defendant INTERNATIONAL new invoices which 
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read "contract price" rather than "fair market value." The old 
invoices were destroyed and the new invoices were placed in the 
defendant INTERNATIONAL's records. 

(s) For the purpose of executing the scheme and 
artifice to defraud and attempting to do so, the defendants and 
their co-racketeers would and did transmit and cause to be 
transmitted by means of wire, radio and television communication, 
in interstate and foreign commerce, various telexes, telefaxes, 
and wire and cable transfers of monies, including the wire 
transfers of monies sent by the defendant INTERNATIONAL from the 
United States to foreign bank accounts of the defendant AG 


resulting from transactions involving oil tankers, as set forth 


below: 

WIRE COMMUNICATION APPROXIMATE DATE NAME OF VESSEL(S) 
(19) wire transfer to AG September 29, 1980 "Luna Mar", 

of $29,157,628.90 by “Devali," "World 

International Scholar" and 

"Ratna Jayshree" 

(20) wire transfer to AG April 7, 1981 "Santamar" 

of $1,659,472.80 by 

International 


The Arco False Deduction 

(t) In or about the Fall of 1980, the defendants and 
their co-racketeers would and did cause a fraudulent invoice to 
be prepared wherein Rescor invoiced the defendant INTERNATIONAL 
for $2,716,510.00. This invoice concerned a non-existent contract 
between Rescor and the defendant INTERNATIONAL concerning the sale of 
foreign crude oil to Rescor by the defendant INTERNATIONAL. The 
fraudulent invoice made it appear ‘shat the defendant INTERNATIONAL 
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had a contract with Rescor to sell it foreign crude oil. The 
fraudulent invoice made it further appear that the defendant 
INTERNATIONAL had failed to provide the oil under this purported 
contract and that consequently Rescor had had to purchase a 
similar quantity of oil from Arco at five dollars per barrel 

above the purported contract price between Rescor and the defen- 
dant INTERNATIONAL. As a eéeut ts the defendants fraudulently 
reduced the amount of the defendant INTERNATIONAL's taxable 

income for 1980 by $2,716,510.00 and transferred that sum offshore 
to the defendant AG. 

(u) Just as with the fraudulent Charter invoices, the 
defendant MARC RICH instructed the comptroller of the defendant 
INTERNATIONAL to notify his counterpart at the defendant AG in 
Zug, Switzerland to prepare this fraudulent invoice for Rescor to 
be delivered to the defendant INTERNATIONAL. 

(v) For the purpose of executing the scheme and 
artifice to defraud and attempting to do so, the defendants and 
their co-racketeers would and did transmit and cause to be 
transmitted by means of wire, radio and television communication, 
in interstate and foreign commerce, various telexes, telefaxes, 
and wire and cable transfers of monies, including the wire transfer 
from the defendant INTERNATIONAL to Rescor for a shipment on the 
oil tanker "Wind Escort," as set forth below: 


APPROXIMATE DATE OF 


WIRE COMMUNICATION WIRE TRANSFER NAME OF VESSEL(S) 
(21) wire transfer August 27, 1981 "Wind Escort" 


to Rescor of 
$2,716,510.00 
by International 


f. 
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The Scheme to Defraud The 
Department of Energy 


26. It was part of ‘said scheme and artifice to defraud 


.the DOE that the hugh profits of the defendant INTERNATIONAL held 


on the books of Listo and WIM were derived by the defendants 
through a deliberate attempt to violate and circumvent the price 
control and markup regulations of the DOE. 
Method and Means 

27. Among the methods and means employed by the 
defendants MARC RICH, PINCUS GREEN, CLYDE MELTZER, AG and i 
INTERNATIONAL and their co-racketeers to carry out the scheme and : 
artifice to defraud described in Paragraph 11(ii) and Paragraph ‘ 
26 above, were the following: 

(a) The defendants and their co-racketeers would 
and did cause forms ERA-69 for the defendant INTERNATIONAL to be 
prepared and filed with the DOE for the months September 1980, 
through January 1981, which falsely failed to reflect the 
approximately $71 million of profits of the defendant 
INTERNATIONAL kept in the WIM and Listo "pots." These forms 
ERA-69 fraudulently stated that the defendant INTERNATIONAL was 
losing money on its crude oil sales for these months and that its 
average markup for crude oil sales was within its 20¢ per barrel 


permissible average markup. 
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(b) For the purpose of executing the scheme and 
artifice to defraud and attempting to do so, the defendants and 
. their co-racketeers would and did place and cause to be placed in 

a post office and authorized depository for mail matter and did 
cause to be delivered by mail according to directions thereon 
mail matter to be sent and delivered by the United States Postal 
Service as set forth below: 


APPROXIMATE DATE OF 





MAIL COMMUNICATION MAILING 
(22) ERA-69 for September 1980 December 1, 1980 


sent by Express Mail to DOE 


(23) ERA-69 for November 1980 January 30, 1981 
sent by Express Mail to DOE 


(24) ERA-69 for December 1980 January 27, 1981 
Sent by Express Mail to DOE 


(25) ERA-69 for January 198] March 31, 1981 
sent by Express Mail to DOE 


The Scheme to Defraud The Department 

of Treasury Regarding Prohibited 

Iranian Deals 

28. It was a part of the scheme and artifice to 
defraud the Department of Treasury and its Office of Foreign 
Assets Control that during the American hostage crisis in Iran 


the defendants MARC RICH and PINCUS GREEN -- both United States 


citizens -- would and did in violation of federal law cause 
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United States dollars to be paid through banks in the United 
States to the National Iranian Oil Company to: purchase crude oil 
and fuel oil which the defendants MARC RICH and PINCUS GREEN had 


pre-sold from the United States to third parties. 


Methods and Means 
29. Among the methods and means employed by the 
defendants MARC RICH, PINCUS GREEN, AG and INTERNATIONAL and 
others known and unknown to the grand jury, to carry out the 
scheme described in Paragraph 11(iii) and Paragraph 28 above, 
were the following: 

(a) On November 4, 1979, Iranian nationals invaded 
the U.S. Embassy in Teheran, Iran. Thereafter, 53 American citi- 
zens were held hostage for over 14 months until their release on 
January 19, 1981. : 

(b) On November 14, 1979, President Carter, under 
the International Economic Emergency Powers Act of 1977, issued 
Executive Order # 12170 to block and freeze all property and 
interests in property of the Government of Iran and any of its 
instrumentalities and controlled entities, including the National 
Iranian Oil Company ("NIOC"), which were or became subject to the 
jurisdiction of the United States or which were or came within 
the possession or control of persons subject to the United 


States. 
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(c) On November 15, 1979, the Department of Treasury 

through its Office of Foreign Assets Control issued regulations 
to implement President Carter's Executive Order #12170. The 
effect of the regulations was that various transactions with Iran 
and its controlled entities were prohibited in the absence of a 
license from the Department of Treasury. 

(d) On April 7, 1980, President Carter issued Executive 
Order # 12205 under the International Emergency Economic Powers 
Act which imposed a trade embargo on Iran. On April 9, 1980, the 
Department of Treasury through its Office of Foreign Assets 
Control issued regulations to implement President Carter's 
Executive Order # 12205. 

(e) On April 17, 1980, President Carter issued Executive 
Order # 12211 to expand the provisions of Executive Orders # 12170 
and # 12205 by prohibiting the payment or transfer of any funds 
from the United States to any Iranian person as well as the 
Government of Iran or any of its controlled entities, such as 
NIOC, as had been previously prohibited without license by 
Executive Order #12170. On April 21, 1980, the Department of 
Treasury through its Office of Foreign Assets Control issued 
regulations which implemented President Carter's Executive Order 
# 12211. 

(f) The various regulations required every individual 
and entity engaging in any transaction subject to the prohibitions 


to keep records to be available for examination by the Office of 


Foreign Assets Control. 
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(g) During the hostage crisis, the defendant AG 
entered into contracts with the National Iranian Oil Company 
("NIOC") to purchase Iranian crude and fuel oil, including 
contract # 244 on April 30, 1980, for the purchase of crude and 
fuel oil from May 1, 1980, through September 30, 1980. The terms 
of the contracts gave the defendant AG sixty days after the date 
of delivery to make payment to NIOC in American dollars through 
letters of credit posted by the defendant AG in favor of NIOC. 

(h) Beginning on or about May 1, 1980, prior to the 
delivery of this Iranian crude oil and fuel oil under the contracts 
the defendant AG had with NIOC, the defendants MARC RICH and PINCUS 
GREEN -- both United States citizens -- negotiated from the of- 
fices of the defendant INTERNATIONAL in New York, New York, with 
the principal of Transworld Oil, Bermuda, the sale of approxi- 
mately 6,250,000 barrels of .[ranian crude oil and fuel oil for 
approximately $202,806,291.00. The defendants MARC RICH and 
PINCUS GREEN would and did cause payment to be ultimately 
effected to NIOC with American dollars by using commercial credit 
arrangements involving United States banks and United States 
branch offices of foreign banks located in New York, New York, 
all in violation of the various Executive Orders of President 


Carter and the underlying regulations. These payment arrange- 


ments for the Iranian oil, which were effected through banks 
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located in New York, New York, were consummated by "back to back" 
letters of credit wherein Transworld Oil would make payment to 
the defendant AG in United States dollars, normally within 

thirty days of delivery, and the defendant AG would then in turn 
make payment to NIOC in United States dollars within sixty days 
of delivery. 

(i) To further the scheme, the defendants and their 
co-racketeers did not disclose to these banks in the United 
States -- which were also prohibited from knowingly (eens ferving 
any funds to Iran -- that the ultimate beneficiary of the United 
States dollars was NIOC. 

(j) To further the scheme, in or about July 1980, the 
defendants and their co-racketeers devised a secret code for 
interoffice cable conmanvertions when referring to the illegal 
Iranian transactions, in order to disguise the participation of 
NIOC. Telexes containing this secret code were maintained in the 
New York records of the defendant INTERNATIONAL which, pursuant 
to the regulations, were subject to examination by the Department 
of Treasury's Office of Foreign Assets Control. 

(k) For the purpose of executing the scheme and 
artifice to defraud and attempting to do so, the defendants and 
their co-racketeers would and did transmit and cause to be 
transmitted by means of wire, radio and television communication, 
in interstate and foreign commerce, certain telexes and wire and 


cable tranfers of monies, as set forth below: 


5, 


a 97.2 
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(26) 
(27) 
(28) 
(29) 
(30) 
(31) 
(32) 
(33) 


(34) 


(35) 


(36) 


(37) 


(38) 


(39) 


(40) 


WIRE COMMUNICATION 
Wire transfer of $8, 239,385.90 


from New York to Zurich, Switzerland 


wire transfer of $56,187,197.00 
from New York to Zurich, Switzerland 


wire transfer of aa 356,234.00 


from New York to Paris, France 


wire transfer of $8,408, 685.00 
from New York to Paris, France 


Wire transfer of $7,745,185.00 
from New York to Paris, -France 


wire transfer of $4,671,022.50 
from New York to Paris, France 


wire transfer of $4,844,487.50 
from New York to Paris, France 


wire transfer of $56,463,649.00 


from New York to Paris, France 


Telex # NYC 143 from Pincus Green 


in New York to AG (London) 
and AG (Zug) 


Telex # NYC 171 from Marc Rich 
in New York to AG Somos 
and AG (Zug) 


Telex # NYC 138 from Pincus Green 


in New York to AG (London) 


Telex # NYC 139 from Pincus Green 


in New York to AG (London) and 
AG (Zug) 


Telex # NYC 174 from Mare Rich 
in New York to AG (London) 
and AG (Zug) 


Telex # NYC 042 from Marc Rich 
in New York to AG (London) 
and AG (Zug) 


Telex # NYC 146 from Pincus 


Green in New York to AG (London) 


Oi xe 





@ 


a a 
ne 7, 1980 

July 7, 1980 

July 14, 1980 

July 17, 1980 

August 1, 1980 
September 2, 1980 
September 11, 1980 


September 30, 1980 


May 1, 1980 
May 7, 1980 


May 7, 1980 


May 7, 1980 
May 8, 1980 
May 12, 1980 


August 14, 1980 


(Title 18, United States Code, Section 1962(d).) 





MW: sr ve. as ; 


WP-600/1A & a 


COUNT TWO 
RACKETEERING 
" The Grand Jury further charges: 

30. Each and every allegation contained in Paragraphs 
1 through 8 and 11 through 29 of Count One of this Indictment is 
realleged and incorporated by reference herein as if fully set 
forth. 

31. From on and about January 1, 1980, up to and 
including the date of filing of this Indictment, in the Southern 
District of New York and elsewhere, MARC RICH, PINCUS GREEN, 
CLYDE MELTZER, AG and INTERNATIONAL, the defendants, being 
individuals and entities employed by and associated with an 
enterprise, as defined in 18 U.S.C. § 1961(4), engaged in and the 
activities of which affect interstate and foreign commerce, to 
wit, AG and its wholly-owned subsidiaries, the defendant 
INTERNATIONAL, Rescor and Highams, unlawfully, wilfully and 
knowingly, did conduct and participate, directly and indirectly, 
in the conduct of the affairs of the enterprise through a pattern 
of racketeering activity, as defined in 18 U.S.C. § 1961(5), 
consisting of the racketeering acts set forth in Paragraphs 12 
through 29, and all of the subparts contained therein, of Count 
One of this Indictment, in violation of Title 18, United States 
Code, Section 1962(c). 

32. It was part of the pattern of racketeering activity 


that MARC RICH, PINCUS GREEN, CLYDE MELTZER, AG and INTERNATIONAL, 





the defendants, together with others known and unknown to the 


"= 29 - 


(1) 


(2) 
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grand jury ("co-racketeers"), unlawfully, wilfully, and knowingly 


would and did devise and intend to devise schemes and artifices 


to defraud the United States, and its agencies thereof, to wit: 


(i) The Internal Revenue Service, and in so doing 


committed the 21 Acts of Racketeering set forth below, and also 


set forth in detail in Paragraph 11(i), Paragraphs 12 through 


15 and Paragraph 25 of Count One; 


(ii) 


The Department of Energy, and in so doing 


committed the 4 Acts of Racketeering set forth below, and also set 


forth in detail in Paragraph 11(ii) and Paragraphs 26 and 27 of Count 


One; and 


(iii) 


The Department of Treasury, and in so doing 


committed the 15 Acts of Racketeering set forth below, and 


also set forth in detail in Paragraph 11(iii) and Paragraphs 28 


and 29 of Count One. Z 


I. THE SCHEME TO DEFRAUD IRS 


RACKETEERING ACT 


WIM "Pot" 


Wire transfer to AG 

of $12,507,818.40 
(including $1,786,831.00 
from the "pot") by 

WIM: “Arctic Star" 


October 21, 1980 


Wire transfer 

to AG of $4,050,000.00 
by WIM from the "pot": 
“Norse King" 


October 23, 1980 


APPROXIMATE DATE 


VIOLATION 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


3002 


DEFENDANT 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 











(3) 


(4) 


(5) 


(6) 


(7) 


(8) 


(9) 


(10) 


(11) 


Listo: 


Listo: 


Listo: 
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RACKETEERING ACT 


wire transfer to AG 
of $5,384,217.00 by 
WIM from the "pot": 
"Olympic Bond" 


wire transfer to AG 

of $5,000,000.00 

by WIM from the "pot": 
“Nia Rocco Piaggio" and 
"Okinoshima Maru” 


Wire transfer to 

AG of $1,199,974.00 
by WIN from the “pot": 
"Okinoshima Maru" 


wire transfer to AG 
of $5,141,709.00 by 
WIM from the "pot": 
"Romo Maersk” 


wire transfer to 

Highams of $1,215,000.00 
by WIM from the "pot": 
"Philip of Macedon" 


Wire transfer to AG 

of $32,950,790.78 
(including $4,131,620.24 
from the "pot") by 
"Montessa" 


wire transfer to AG 
of $4,259,844.00 by 
Listo from the "pot": 
" Universe Explorer" 


wire transfer to AG 

of $18,605 ,470.63 
(including $2,241,743.45 
from the "pot") by 
"Alnair II" 


Wire transfer to AG 

of $19,946,909.84 
(including $2,266,694.30 
from the “pot") by 
"“Lamyra" 


® 


APPROXIMATE DATE 


January 5, 1981 


January 30, 1981 


February 9, 1981 
February 23, 1981 
May 4, 1981 


. Listo 


December 5, 1980 


December 15, 1980 


December 23, 1980 


December 31, 1980 


VIOLATION 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


"Pot" 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


- Rich, Green, 
AG and International 





DEFENDANT 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 
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RACKETEERING ACT APPROXIMATE DATE 
(12) wire transfer to AG 
of $5,291,409.82 by 
* Listo from the "pot": 
"Arctic Star" 


January 27, 1981 


(13) wire transfer to AG 
of $3,349,660.34 by 
Listo from the "pot": 


"Tonian Commander" 


January 30, 1981 


(14) wire transfer to AG 
of $1,873,584.45 by 
Listo from the “pot": 


"Jeci" 


February 2, 1981 


(15) wire transfer to AG 
of $6,396,201.22 by 
Listo from the "pot": 


"Keiyoh Maru” 


February 11, 1981 


(16) wire transfer to AG 
of $5,315,478.50 by 
Listo from the "pot": 


"White Gardenia" 


March 3, 1981 


(17) wire transfer to AG May 5, 1981 
of $9,452,307.00 by ‘ 
Listo from the "pot": 

"Jamunda" and "Norse King" 

(18) wire transfer to 

Rescor of $3,000,000.00 
by Listo from the 
"pot": "Philip of Macedon" 
and "Okinoshima Maru" 


May 14, 1981 


VIOLATION 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


P 
“ 





DEFENDANT 


‘ Rich, Green, Meltzer, 


Charter False Deductions 


(19) wire transfer to AG 
of $29,157,628.90 by 
International: “Luna Mar", 
"Devali," "World Scholar" 
and "Ratna Jayshree" 


(20) wire transfer to AG 
of $1,659,472.80 by 
"Santamar" 


April 7, 1981 


International: 


September 29, 1980 18 USC §§ 


1343 and 2 


18 USC §§ 
1343 and 2 


AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 








y 


(2¥) 


(22) 
(23) 
(24) 


(25) 
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RACKETEERING ACT 


Wire transfer to 


Rescor of $2,716,510.00 


by International: 
"Wind Escort" 


ERA-69 for September 
1980 Sent by Express 
Mail to DOE 


ERA-69 for November 
1980 Sent by Express 
Mail to DOE 


ERA-69 for December 
1980 Sent by Express 
Mail to DOE 


ERA-69 for January 
1981 Sent by Express 
Mail to DOE 


® 


APPROXIMATE DATE VIOLATION 


Arco False Deduction 
i 


August 27, 1981 18 USC §§ 


1343 and 2 





DEFENDANT 


Rich, Green, 
AG and International 


Il. THE SCHEME TO DEFRAUD THE DOE 


December 1, 1980 18 USC §§ 
1341 and 2 
January 30, 1981 18 USC §§ 
1341 and 2 
January 27, 1981 18 USC §§ 
1341 and 2 
March 31, 1981 18 USC §§ 
1341 and 2 


ARS fe 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 











(26) 


(27) 


(28) 


(29) 


(30) 


(31) 


(32) 


(33) 


(34) 
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RACKETEERING ACT 


wire transfer of 
$8, 239,385.90 from 
New York to 
Switzerland 


wire transfer of 
$56,187,197.00 
from New York to 
Switzerland 


wire transfer of 
$56,356, 234.00 
from New York to 
Paris, France 


wire transfer of 
$8,405 ,685.00 from 
New York to Paris, 
France 


Wire transfer of 
$7,745,185.00 from 
New York to Paris, 
France 


wire transfer of 
$4,671,022.50 from 
New York to Paris, 
France 


wire transfer of 
$4,844 ,487.50 from 
New York to Paris, 
France 


wire transfer of 
$56 ,463,649.00 from 
New York to Paris, 
France 


Telex #NYC 143 from 
Pincus Green in New 
York to AG (London) 
and AG (Zug) 





© 


ITI. THE SCHEME TO DEFRAUD THE DEPARTMENT 








OF TREASURY REGARDING PROHIBITED 


IRANIAN DEALS 


APPROXIMATE DATE 


July 7, 1980 


July 7, 1980 


July 14, 1980 


July 17, 1980 


August 1, 1980 


September 2, 1980 


September 11, 1980 


September 30, 1980 


May 1, 1980 


VIOLATION 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


: 
' 
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DEFENDANT 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


¥ 


(35) 


(36) 


(37) 


(38) 


(39) 


(40) 
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RACKETEERING ACT 


Telex #NYC 171 from 
Mare Rich in New 
York to AG (London) 
and AG (Zug) 


Telex #NYC 138 from 
Pincus Green in New 
York to AG (London) 


Telex # NYC 139 from 
Pincus Green in New 

York to AG (London) 

and AG (Zug) 


Telex #NYC 174 from 
Marc Rich in New York 
to AG (London) 


Telex #NYC 042 from 
Marc Rich in New York 
to AG (London) and AG 
(Zug) 


Telex #NYC 146 from 
Pincus Green in New 
York to AG (London) 


® 


APPROXIMATE DATE 


May 7, 1980 


May 7, 1980 


May 7, 1980 


May 8, 1980 


May 12, 1980 


August 14, .1980 


VIOLATION 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 





DEFENDANT 


- Rich, Green, 


AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


(Title 18, United States Code, Sections 1962(c) and 2).) 
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FORFEITURES 

33. Each and every allegation contained in Count One 
and Count Two of this Indictment is hereby realleged and 
incorporated by reference herein as if fully set forth for the 
purpose of alleging forfeitures pursuant to the provisions of 
Title 18, United States Code, Sections 1963(a)(1) and 1963(a)(2). 

34. The defendants MARC RICH, PINCUS GREEN, CLYDE 
MELTZER, AG and INTERNATIONAL a/k/a "Clarendon A.G. (Ltd., 
S.A.)," its purported successor in interest, have acquired and 
maintained interests from violations of Title 18, United States 
Code, Section 1962, and have interests in, securities of, claims 
against and property and contractual rights affording each 
defendant a source of influence over the enterprise, which 
enterprise each defendant established, operated, controlled, 
conducted and participated, directly and indirectly, in the 
conduct of through a pattern of racketeering, and conspired to do 
so, in violation of Title 18, United States Code, Section 1962(c) 
and (d), thereby making all such interests, securities of, claims 
against, property and contractual rights, wherever located, in 
whatever names held, subject to forfeiture to the United States 
as of the date they were acquired, maintained and utilized. 

35. The interests of the defendants MARC RICH, PINCUS 
GREEN and CLYDE MELTZER, subject to forfeiture to the United 
States, include any interests and proceeds therefrom each 
defendant has acquired and maintained from violations of Title 
18, United States Code, Section 1962, including but not limited 


to: 


= 36 - 
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(a) dividends, salaries, bonuses, and 
pension benefits paid by any of the 

* corporate entities comprising or 
associated with the enterprise; and 
(b) any interests purchased or obtained 
with the monies set forth in 
subparagraph (a) above including, but 


not limited to personalty, real estate, 





and investments, wherever located and 

in whatever names; 
and any interests in, securities of, claims against, property, 
contractual rights and rights of any kind affording a source of 
influence over the enterprise, including but not limited to all 
stock, securities, notes, rights, warrants, and options, wherever 
located and in whatever names, and all offices and titles, in any 
of the corporate entities comprising or associated with the 
enterprise. 

36. The interests of the defendant AG subject to 
forfeiture to the United States include any interests and proceeds 
therefrom that the defendant AG has acquired and maintained from 
violations of Title 18, United States Code, Section 1962, 
including but not limited to: 


(a) all monies received and specified in 





this Indictment, including monies paid to 
Rescor, Inc. and Highams Consultants, 


AG's wholly-owned subsidiaries, and 


mee ye 
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(b) all assets, interests and invest- 
ments, including loans and receivables, 
wherever located and in whatever names, 
purchased or obtained with the monies set 
forth in subparagraph (a) above and 
profits derived therefrom, including in 
excess of $37 million owed fe ake 


defendant AG by Guam Oil and Refining 





Company and the interests of Richco 


Holdings, B.V. in TCF Holdings, Inc.; 


and any interests in, securities of, claims against, property, 


contractual rights and rights of any kind affording a source of 


influence over the enterprise, including but not limited to: 





(a) all stock, securities, notes, rights, 
warrants and options, wherever located 
and in whatever names, in the defendant 
INTERNATIONAL, Rescor, Inc. and Highams 
Consultants and any and all of their 
subsidiaries, including but not limited 
to Century Chartering Co., Inc. ; 

(b) all assets, wherever located and in 
whatever name, of the entities set forth 
in subparagraph (a) above, including 


but not limited to: 


eet ee 























. 


» 
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bank accounts 
accounts receivables- 
securities, stock, notes, 
rights, warrants and options 
contracts 
leaseholds, including the 
leasehold at 650 Fifth Avenue, 
New York, New York 
inventory 
office equipment, furnishings 
and fixtures 


interests in realty and 


minerals, including oil and gas 


properties described in a 


Mortgage, Security Agreement, 


Financing Statement and Assign- 


ment dated August 4, 1983, by 
Clarendon Ltd. and Century 
Chartering Co., Inc. to and in 
favor of the United States of 


America. 


i. BO) 
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© 
9. Proceeds of any purported sale 
of any interest in the defen- 
dant INTERNATIONAL, including 
proceeds of a purported sale of 


the defendant INTERNATIONAL to 





Alexander Hackel and others on 
et 


June 30, 1983. 


37. The interests of the defendant INTERNATIONAL 


subject to forfeiture to the United States include any interests 


and proceeds therefrom that the defendant INTERNATIONAL has 


acquired and maintained from violations of Title 18, United 


States Code, Section 1962, including but not limited to 


(a) 


(b) 


all monies received and specified 

in this Indictment; and 

all assets, interests and invest- 
ments, including loans and 
receivables, wherever located and in 
whatever names, purchased or 
obtained with the monies set forth 
in subparagraph (a) above and 
profits derived therefrom or 
purchased or obtained with monies 
that were due and owing to the 
United States of America as a 
consequence of the violations of law 


set forth in this Indictment; 


- 40 -— 
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and any interests in, securities of, claims against, property, 
contractual rights and rights of any kind affording a source of 

. influence over the enterprise, including but not limited to, all 
stock, securities, notes, rights, warrants and options, wherever 
located, in whatever names, in all subsidiaries, including but 
not limited to Century Chartering Co., Inc. 


(Title 18, United States Code, Section 1963.) 





THE INCOME TAX EVASION COUNTS 
COUNT THREE 
Tax Evasion for 1980 

The Grand Jury further charges: 

37. Each and every allegation contained in Paragraphs 
12 through 25, and all its subparts contained therein, of Count 
One of this Indictment is realleged and incorporated by reference 
herein as if fully set forth. 

38. On or about September 17, 1981, in the Southern 
District of New York, MARC RICH, PINCUS GREEN, CLYDE MELTZER, and 
INTERNATIONAL, the defendants, together with AG, not named as a 
defendant in this count, unlawfully, wilfully and knowingly did 


attempt to evade and defeat a large part of the income tax due 





and owing by the defendant INTERNATIONAL to the United States of 
America for the calendar year 1980, by preparing and causing to 
be prepared and by filing and causing to be filed a false and 


fraudulent income tax return for the defendant INTERNATIONAL, 


SiGe 
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which return stated that the taxable income for said calendar 
year was $1,091,431.00 and that the amount of-income tax due and 
owing thereon was $413,374.00, whereas, as the defendants then 
and there well knew, the true taxable income of, and the true 
income tax due and owing by the defendant INTERNATIONAL to the 
United States for said calendar year were substantially in excess 
of the amounts reported on said return, to wit, the defendant 
INTERNATIONAL's true taxable income for said calendar year was at 
least $53,650,947.07, upon which there was due and owing to the 
United States an income tax of approximately $24,590,751.65. 
(Title 26, United States Code, Sections 7201 and 2.) 
COUNT FOUR 
Tax Evasion for 1981 

The Grand Jury further charges: 

39. Each and every allegation contained in Paragraphs 
12 through 25, and all of its subparts contained therein of Count 
One of this Indictment is realleged and incorporated by reference 
herein as if fully set forth. 

40. On or about September 22, 1982, in the Southern 
District of New York, MARC RICH, PINCUS GREEN, CLYDE MELTZER, and 
INTERNATIONAL, the defendants, together with AG, not named as a 
defendant in this count, unlawfully, wilfully and knowingly did 


attempt to evade and defeat a large part of the income tax due 
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and owing by the defendant INTERNATIONAL to the United States of 
America for the calendar year 1981, by preparing and causing to 
be Seepanes and by filing and causing to be filed a false and 
fraudulent income tax return for the defendant INTERNATIONAL, 
which return stated that the taxable income for said calendar 
year was $2,424,172.00 and that the amount of income tax due and 
owing thereon was $235,525.00, whereas, as the defendants then 
and there well knew, the true taxable income, and the true income 
tax due and owing, by the defendant INTERNATIONAL to the United 
States for said calendar year were substantially in excess of the 
amounts reported on said return, to wit, the defendant 
INTERNATIONAL's true taxable income for said calendar year was at 
least $55,043,714.33, upon which there was due and owing to the 
United States an income tax of approximately $24,440,514.59. 


(Title 26, United States Code, Section 7201 and 2.) 


THE MAIL AND WIRE FRAUD COUNTS 
COUNTS FIVE THROUGH TWENTY-FOUR 
The Scheme to Defraud the IRS 
The Grand Jury further charges: 
40. Each and every allegation contained in Paragraphs 
12 through 25, and all its subparts contained therein, of Count 
One of this Indictment is realleged and incorporated by reference 


herein as if fully set forth. 


2 4 
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41. From in or about January 1980, up to and including 
the date of the filing of this Indictment, in‘the Southern 
District-ot New York and elsewhere, MARC RICH, PINCUS GREEN, 
CLYDE MELTZER, AG, and INTERNATIONAL, the defendants, together 
with other co-schemers, unlawfully, wilfully and knowingly would 
and did devise and intend to devise a scheme and artifice to 
defraud the United States and its agencies thereof, to wit, the 
tnternal Revenue Service, in its lawful governmental service of 
administering and overseeing the collection of taxes in the 
United States, and to obtain money and property by false and 
fraudulent pretenses, representations and promises. 

42. For the purposes of executing said scheme and 
artifice to defraud and attempting to do so, on or about the 
dates set forth below, the defendants MARC RICH, PINCUS GREEN, 
CLYDE MELTZER, AG, and INTERNATIONAL unlawfully, wilfully and 
knowingly, did transmit and cause to be transmitted by means of 
wire, radio and television communication, in interstate and 
foreign commerce, certain telexes, telefaxes and wire transfers 
of monies, all as more particularly set forth in Counts Five 


through Twenty-Four herein below: 


vee 


2 Ric 
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COUNT 


10 


WIRE COMMUNICATION 


wire transfer to AG 
of $12,507,818.40 


(including $1,786,831.00 


from the pot) by WIM: 
"Arctic Star" 


wire transfer to AG 
of $4,050,000.00 by 
WIM from the "pot": 
"Norse King" 


wire transfer to AG 
of $5,384,217.00 by 
WIM from the "pot": 
"Olympic Bond" 


wire transfer to AG 
of $5,000,000.00 


by WIM from the "pot": 
“Nia Rocco Piaggio” and 


"Okinoshima Maru" 


wire transfer to AG 
of $1,199,974.00 by 
WIM from the "pot": 
"Okinoshima Maru" 


Wire transfer to AG 
of $5,141,709.00 by 
WIM from the “pot”: 
"Romo Maersk" 


@ 


APPROXIMATE DATE OF 
WIRE COMMUNICATION 


WIM "pot" 
October 21, 1980 


October 23, 1980 
January 5, 1981 


January 30, 1981 


February 9, 1981 


February 23, 1981 


ey Ae 





DEFENDANT 


Rich, Green, 
AG and International 


Rich, Green, ' 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 


_ AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 
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COUNT WIRE COMMUNICATION 


11 


12 


13 


14 


16 


17 


18 


19 


Wire transfer to AG 

of $32,950,790.78 
(including $4,131,620.24 
from the pot) by 

Listo: "Montessa" 


wire transfer to AG 
of $4,259,844.00 by 
Listo from the "pot": 
" Universe Explorer" 


Wire transfer to AG 

of $18,605,470.63 
(including $2,241,743.45 
from the "pot") by 
Listo: "Alnair II" 


Wire transfer to AG 

of $19,946,906.84 
(including $2,266,694.30 
from the "pot"') by 
Listo: "“Lamyra" 


wire transfer to AG . 


of $5,291,409.80 by 
Listo from the "pot": 
"Arctic Star" 


wire transfer to AG 
of $3,349,660.34 by 
Listo from the "pot": 
“Tonian Commander" 


Wire transfer to AG 
of $1,873,584.45 by 
Listo from the "pot": 
"Jeci” 


wire transfer to AG 
of $6,396,202.22 by 
Listo from the "pot": 
"Keiyoh Maru" 


Wire transfer to AG 
of $5,315,478.50 by 
Listo from the "pot": 
“White Gardenia” 


6 


APPROXIMATE DATE OF 
WIRE TRANSFER 


i Listo "Pot" 


December 5, 1980 


* December 15, 1980 


December 23, 1980 


December 31, 1980 


January 27, 1981 


January 30, 1981 


February 2, 1981 


February 11, 1981 


March 3, 1981 


f 


ey ae 











DEFENDANT 


Rich, Green, Meltzer, 
AG, and International 


Rich, Green, Meltzer, 
AG, and International 


Rich, Green, Meltzer, 
AG, and International 


Rich, Green, Meltzer, 
AG, and International 


Rich, Green, Meltzer, 
AG, and International 


Rich, Green, Meltzer, 
AG, and International 


Rich, Green, Meltzer, 
AG, and International 


Rich, Green, Meltzer, 
AG, and International 


Rich, Green, Meltzer, 
AG, and International 
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20 


21 


22 


Zo 


24 
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APPROXIMATE DATE OF 
WIRE COMMUNICATION WIRE TRANSFER 


Wire transfer to AG May 5, 1981 
of $9,452,307.00 by 

Listo from the "pot": 

"Jamunda" and 

"Norse King" 


wire transfer to May 14, 1981 
Rescor of $3,000,000.00 

by Listo: "Philip 

of Macedon" and 

"Okinoshima Maru" 


Charter False Deductions 


wire transfer to AG September 29, 1980 
of $29,157,628.90 by 

International: "Luna Mar", 

"Devali," "World Scholar” 

and "Ratna Jayshree" 


Wire transfer to AG April 7, 1981 
of $1,659,472.80 by 
International: "Santamar" 


eArco False Deduction 


wire transfer to Rescor August 27, 1981 
of $2,716,510.00 by 

International: "Wind 

Escort” 


DEFENDANT 


Rich, Green, Meltzer, 
AG, and International 


Rich, Green, Meltzer, 
AG, and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


(Title 18, United States Code, Sections 1343 and 2.) 


ey ae 
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COUNTS TWENTY-FIVE THROUGH TWENTY-EIGHT 





The Scheme to Defraud the DOE 
. The Grand Jury further charges: 

43. Each and every allegation contained in Paragraphs 
12 through 27, and all of its subparts contained therein, of 
Count One of this Indictment is realleged and incorporated by 
reference herein as if fully set forth. 

44, From in or about January 1980, up to and including 
the date of the filing of this Indictment, in the Southern 
District of New York and elsewhere, MARC RICH, PINCUS GREEN, 
CLYDE MELTZER, AG and INTERNATIONAL, the defendants, together 


with other co-schemers, unlawfully, wilfully and knowingly would 


and did devise and intend to devise a scheme and artifice to 


defraud the United States and its agencies thereof, to wit, the 
Department of Energy, in its lawful governmental service of 
administering and overseeing the laws and regulations which 
provided for price controls and markup requirements for the sale 
of crude oil produced in or imported into the United States, and 
to obtain money and property by false and fraudulent pretenses, 
representations and promises. 

45. For the purposes of executing such scheme and 
arfitice to defraud and attempting to do so, on or about the 
dates set forth below, the defendants MARC RICH, PINCUS GREEN, 
CLYDE MELTZER, AG and INTERNATIONAL unlawfully, wilfully and 


“pase 
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knowingly, did place and cause to be placed in a post office and 


authorized depository for mail matter and did’ cause to be 


delivered by mail according to the directions thereon certain 


mail matter to be sent and delivered by the United States Postal 


Service, all as more particularly set forth in Counts Twenty-Five 


through Twenty-Eight herein below. 


APPROXIMATE DATE OF 
COUNT MAIL COMMUNICATION MAILING 


25 ERA-69 for September 1980 December 1, 1980 
Sent by Express Mail 
to DOE 


26 ERA-69 for November 1980 January 30, 1981 
Sent by Express Mail 
to DOE 


27 - ERA~69 for December 1980 January 27, 1981 
Sent by Express Mail 
to DOE 

28 ERA-69 for January 1981 March 31, 1981 
Sent by Express Mail 
to DOE 


DEFENDANT 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


(Title 18, United States Code, Sections 1341 and 2.) 


2 GO. = 
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COUNTS TWENTY-NINE THROUGH FORTY-THREE 


The Scheme To Defraud the Department 
: : of Treasury Re: Iranian Deals 


The Grand Jury further charges: 

46. Each and every allegation contained in Paragraphs. 
28 and 29, and all of its subparts contained therein, of Count 
One of this Indictment is realleged and incorporated by reference 
herein as if fully set forth. 

47. From in or about January 1980, up to and including 
the date of the filing of this Indictment, in the Southern 
District of New York and elsewhere, MARC RICH, PINCUS GREEN, AG 
and INTERNATIONAL, the defendants, unlawfully, wilfully and 





knowingly would and did devise and intend to devise a scheme and 





artifice to defraud the United States and its agencies thereof, 
to wit, the Department of Treasury and its Office of Foreign 
Assets Control, in its lawful governmental service of 
administering and overseeing the laws and regulations which 
prohibited commercial transactions and credit transactions 
involving Iran during the American hostage crisis, and to obtain 
money and property by false and fraudulent pretenses, 
representations and promises. 

48. For the purpose of executing such scheme and 
artifice to defraud, and attempting to do so, on or about the 
dates set forth below, the defendants MARC RICH, PINCUS GREEN, AG 
and INTERNATIONAL unlawfully, wilfully and knowingly, did 


transmit and cause to be transmitted by means of wire, radio and 
i, 
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television communication, in interstate and foreign commerce, 





certain telexes, telefaxes and. wire transfers’ of monies, all as 


more particularly set forth in Counts Twenty-Nine through 


Forty-Three herein below. 


¢ 


of $8,239 ,385.90 
to Zurich, : 


of $56,187,197.00 
to Zurich, 


of $56,356,234.00 
to Paris, France 


of $8,408,685 .00 
to Paris, France 


of $7,745,130.00 
to Paris, France 


of $4,671,022.50 
to Paris, France 


of $4,844,487.50 
to Paris, France 


of $56,463,649.00 
to Paris, France 


Telex #NYC 143 from Pincus Green 


COUNT WIRE COMMUNICATION 
29 Wire transfer 
from New York 
Switzerland 
30 wire transfer 
from New York 
Switzerland 
31 Wire transfer 
from New York 
32 Wire transfer 
from New York 
33 Wire transfer 
from New York 
34 wire transfer 
from New York 
35 Wire transfer 
from New York 
36 wire transfer 
from New York 
37 
in New York to AG (London) 
and AG (Zug) 


_ 38 


Telex #NYC 171 from Marc Rich 
in New York to AG (London) 


and AG (Zug) 


a Oh ae 


APPROXIMATE DATE 


OF WIRE COMMUNICATION 


July 7, 1980 
July 7, 1980 


July 14, 1980 
July 17, 1980 
July 31, 1980 
September 2, 1980 
September 11, 1980 
September 30, 1980 


May 1, 1980 


May 7, 1980 


DEFENDANT 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green 
AG and International 


Rich, Green, 


AG and International 


Rich, Green, 
AG and International 
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APPROXIMATE DATE 


COUNT WIRE COMMUNICATION OF WIRE COMMUNICATION DEFENDANT 
x i . 
. 39 Telex #NYC 138 from Pincus Green May 7, 1980 Rich, Green, 
in New York to AG (London) AG and International 
40 Telex # NYC 139 from Pincus Green May 7, 1980 Rich, Green, 
in New York to AG (London) and AG and International 
AG (Zug) 
t 
41 Telex #NYC 174 from Marc Rich May 8, 1980 Rich, Green, ; 
in New York to AG (London) | AG and International 
42 Telex #NYC 042 from Marc Rich May 12, 1980 Rich, Green, 
in New York to AG (London) ‘ AG and International 
and AG (Zug) 
43 Telex #NYC 146 from Pincus Green August 14, 1980 Rich, Green, 
in New York to AG (London) AG and International 








(Title 18, United States Code, Sections 1343 and 2.) 


TRADING WITH IRAN COUNTS 
COUNTS FORTY-FOUR THROUGH FIFTY-ONE 

49. Each and every allegation contained in Paragraphs 
28 and 29, and all of its subparts contained therein, of 
Count One of this Indictment is realleged and incorporated by 
reference as if fully set forth herein. 

50. During a period from in or about April 1980, up to 
and including January 19, 1981, in the Southern District of New , 
York and elsewhere, at the time when United States citizens were 
being held hostage in Iran, MARC RICH and PINCUS GREEN, the 
defendants, who were United States citizens subject to the 


jurisdiction of the United States, unlawfully, wilfully and 


a) ee 





g 
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knowingly, in transactions involving Iran, an Iranian govern- 
mental entity, and. an enterprise controlled by Iran and an Iranian 
governmental entity, did make and cause to be made payments, 
transfers of credit, and other transfers of funds and other 
property and interests to persons in Iran, to wit, the defendants 
MARC RICH and PINCUS GREEN caused United States dollars from 
banks located in the United States to be transferred to the 
National Iranian Oil Company ("NIOC") to pay for crude oil and 
fuel oil which AG had purchased directly from NIOC and which the 
defendants MARC RICH and PINCUS GREEN had pre-sold from the 
offices of INTERNATIONAL in the United States to third-party 
companies as more specifically set forth below: 


Quantity of Iranian 


Crude Oil or Date of 
Fuel Oil Purchased Third Party Description of Payment 
Count and Sold Purchaser Payment to NIOC to NIOC 
44 53,129 metric TransWorld US $8,233,544.40 July 7, 1980 
tons of fuel oil Oil by Letter of Credit 


issued in favor of 
NIOC by Union Bank of 
Switzerland (UBS), 
Switzerland, covered 
through a bank in 
New York, New York 

to Bank Markazi, 

Iran acct. at UBS, 
Switzerland 


a ae 


ee ee ee 








Me 


Count 


45 


46 


47 
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Quantity of Iranian 
Crude Oil or 

Fuel Oi] Purchased 
and Sold 


1,531,658 barrels of 
crude oil and 5990 
metric tons of 

fuel oil 


1,568,430 barrels of 
crude oil and 3158 
metric tons of 

fuel oil 


370,418 barrels 
of fuel oil 


Third Party 
Purchaser 


TransWorld 
Oil 


TransWorld 
Oil 


TransWorld 
Oil 


a.) es 





Date of 
Description of Payment 
Payment to NIOC to NIOC 





US $56,186,536.00 

by Letter of Credit 
issued in favor of 
NIOC by UBS, 
Switzerland, covered 
through a bank in New 
York, New York to 
Zurich, Switzerland 
to Bank Markazi, 
Iran Acct. at 
Midland Bank, 
London, England 


July 7, 1980 


U.S. $56,356,234.00 
by Letter of Credit 
issued by Banque de 
Paris et des Pays-Bas, 
Paris, covered through 
a bank in New York, 
New York to Banque de 
Paris et des Pays-Bas, 
Paris, France to Bank 
Markazi, Iran account 
at Midland Bank, 
London, England 


July 14, 1980 


US $8,334.40500 

by Letter of Credit 
issued in favor of 
NIOC by UBS, 
Switzerland, covered 
through a bank in 
New York, New York, 
to Societe Generale, 
Paris, France, to 
UBS, Zug, Switzerland 
to Bank Markazi, Iran 
account at Midland 
Bank, London, England 


July 17, 1980 
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Quantity of Iranian 
Crude Oil or 
Fuel 0il Purchased 


‘Count and Sold 

48 52,098 metric tons 
of fuel oil 

49 31,367 metric tons 
of fuel oil 

50 31,614 metric tons 
of fuel oil 


Third Party 
Purchaser 


TransWorld 
Oil 


TransWorld 
Oil 


TransWorld 
Oil 


25S 5 


e 


. Date of 
Description of Payment 
Payment to NIOC to NIOC 


US $7,745,130.00 by July 31, 1980 
Letter of Credit 
issued in favor of 
NIOC by Credit 
Lyonnais, Paris 
covered through 

a bank in New York 
New York to Credit 
Lyonnais, Paris to 
Bank Markazi, Iran 
account at Midland 
Bank, London, England 


US $4,671,022.50 

by Letter of Credit 
issued in favor of 
NIOC by Banque de 
Paris et des Pays 
Bas, France covered 
through a bank in 
New York, New York, 
to Bank Markazi, 
Iran acct. at Banque 
Nationale de Paris, 
France 


September 2, 1980 


US $4,844,487.50 

by Letter of Credit 
issued in favor of 
NIOC by Banque de 
Paris et des Pays 


September 11,1980 


_Bas, France covered 


through a bank in 
New York, New York, 
to Bank Markazi, 
Iran Acct. at Banque 
Nationale de Paris, 
France 





{ 
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Quantity of Iranian 


Crude Oil or Date of 
Fuel 0il Purchased Third Party Description of Payment 
: Count and Sold Purchaser Payment to NIOC to NIOC 
51 1,607,887 barrels TransWorld US $56,463,649.20 September 30, 198( 
of crude oil Oil by Letter of 


Credit issued 

in favor of NIOC 

by Societe General, ; 
France, covered 

through a bank in 

New York, New York, 

to Bank Markazi, Iran 

Acct. at Banque Nationale 

de Paris, Paris, France 


(31 CFR §§ 535.206(a)(4), § 535.208, 535.701; -Title 50, } 
United States Code, Section 1705; and Title 18, United { 
States Code, Section 2.) 





GRAND JURY FOREPERSON : RUDOLPH W. GLUL ’ 
- United States Attorney 
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ASACL 
To: SAC, II (196A-1774) (P) (M-1) Date 9/6/83 LXSAC MN-2 T= 
; ASAC 0C-2 : 
We “eo ASAC BQ-2 
ASAC 3 
He 
Subject : MARC RICH, DBA; PU ERED 
MARC RICH AND COMPANY INTERNATIONAL SUPVR 
LTD.; AKA 
CLARENDON, LTD.; . 
MARC RICH AND ‘COMPANY A.G.;. |. 
b7C 


FBW - ENERGY RELATED 
(OO: NY) 


Attached - rough draft copy of 45 count indictment anti- 
cipated to be filed week of 9/12/83. 

.During week of 9/12/83, it is anticipated a joint 
press conference will be given following filing of attached 
indictment Participants in conference will include: USA, 
SDNY, aUSAL SAC - U.S. Customs and representa- b6 
tive from Internal Revenue Service (IRS). FBI participation b7C 
requested at SAC level or higher. 


' Summary of indictment consists of following: Marc 
Rich, Pincus Green, Marc Rich & Co. International, aka "Clarendon 
Ltd.", and Marc Rich & Co., A.G. are being indicted with: One 
count - RICO (T18, USC, 1962(c).-.20-yrs. $25,000-fine.and. for- 
feitures); one count - RICO - Conspiracy (T18, USC, -1962(da) - 

20 yrs. $25,000 fine and forfeitures) ; fouxr.counts =-Mail Fraud 
(T18, USC, 1341 - 5 years $1,000 fine); 31 counts-“- Wire Fraud 
(T18, USC 1343 - 5 yrs., $1,000 fine); Two counts - Tax Evasion 
("[26, USC 7201 & 2 - 5 yrs $10,000 fine, and Six counts - Trading 
with Enemy Act (fT 50, USC 1705 - 10 yrs. $50,000 fine). Total 
exposure of 285 years and $405,000 in fines. 





1 -ASAC b6 
1 - Supv. M-1 bic 
Gy Press Office Daté oF 4 eee 
1\- 196A-1774 S¢ ee 
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COYXINNP 
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RORMATION CONT. has 
ALL TEER LASSER IC eg 
HERE to pi ste~ : 


DATE a 











NY 196A-1774 
MEB:mms 


With RICO forfeiture clause, Government is expected to recover 
in excess of $100 million. It should also be noted that 
indictment is expected to be. superceded to include approximately 
an additional $200 million obtained by captioned using charged 
racketeering. scheme. — 


‘ b6 
[wit be included in superceding b7C 
indictment. 


For background, captioned investigation began in 
October, 1981. With help of cooperators:‘an @laborate. scheme 
to defraud public and Government out of millions of illegally 
generated oil profits was uncovered. As investigation developed, 
IRS and Customs violations. surfaced. ‘Scheme is explained in detail 
in attached indictment, however, put. simply, captioned generated 
millions of dollars of profits by changing certifications of oil 
transactions. These profits were moved off-shore and. subsequently 
U.S. taxes .were avoided. 


Currently, approximatle 
from captioned are Pe 
Further investigation expected to. show captioned purchased arms 


for Iranian Government during hostage crisis and an additional 
$600 million of U.S. income moved off-shore. A portion of this 
income was used to purchase: 50% interest in 20th Century Fox 
Movie Studios. 
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was contacted at his place of employ- 


the identity of the 


He was infor 
interviewing Agent. 


subpoena duces tecum, 


subpoena comman 
certain records 


Room 1401, U.S. Courthouse, Foley Square, in the 
Borough of Manhattan, City of New York. 
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ae : . , Date of transeription September _7,1983 
b6 
: b7C 
was contacted at his place of employ- b3 
| He was informed of the identity of the 
| interviewing Agent. was served a Grand Jury 
| subpoena duces tecum, hern District of b6é 
| New York, directed to The b7C 
subpoena commands_a i £ b3 


certain records 
Room 1401, U.S. Courthouse, Foley Square, in the 
Borough of Manhattan, Citty of New York. 
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Oate dictated 
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= : é UNITED STATES DISTRICT COURT 2 
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~ Forum We., USAs39e-224-Grand 


SOUTHERN DISTRICT OF NEW YORE 
b3 


GREETINGS: 


; ae COHHAND YOU that. all business and excuses being Lleid aside, you appear and attend 
vhefore Lhe GRAND INQUEST of the body of the people of the United States of America for 

the Southern District of New York, at a District Court to be held at Roos L40h in the 
Yaited § x a: 

an the 
testify and give evidente in regard to an alleged violation of : eee 
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Ir sad not /to depart the Court without leave thereof, or af the United States AkLorney, 
| and that you produce at the time and place aforessid the following: 
. b3 
i 
i 
| 
| . 
b And for failure to attend and pentuce] von Wilt be deemed guilty  b3 - 
of contempt af Court and iiabic to pensitics or Liaw. s 


ALL INFORMATION ¢ CONTAINED 
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5 * =e + ec ow may or BS 
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. &guet 29, 1983 
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Southern District of New York, 


‘a NOTE: REPORT AT ROGH 767. In order to secure your witaess Fees and mileage, zt is 


wecessary thai you retain this Subpoena and present the asme at the-United Btates Attorney’ 
iPEEice, Room 767, Spore each day on which you Ariens Sgurt RG 2 witnesn. 
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IMMEDIATE. ‘ 

NEW YORK: (IGGA-L774). (B) (MI): - : ; 
IMMEDIATE: . _ 
—DIRECTEGR FBI (196éR— b6 a 
i ATTN: SUPV. EINANCIAL CRIMES neers 

UNCIAS: 


MARC: RICH, DBA: MARC RICH AND COMPANY; BINCUS GREEN; ioe ll ee 
PBW-ENERGY RELATED, OO:NY. 


a 


| RENYTEL TO BUREAU, DATED! SEPTEMBER 19, 1983 AND: NYTELCAL To 
BUREAU, SEPTEMBER 19, 1983. 


THE PURPOSE’ OF THIS COMMUNICATION IS TQ KEEP FBIHQ ADVISED OF 
CAPTIONED... 


ON: SEPTEMBER 19, I983. AT APPROXIMATELY 3:00 PM THE’ FOLLOWING. 


Habe. So5 TU ray, 
ise SS =e 





I - New York 
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Sian RELEASE: WAS" COMMUNICATED: TO. VAREOUS: NEWSPAPERS. AND? TEEEVESION é 
HANNELS = 7 a 


: . . wee 
"OUTLINE: OF” INDICTMENT" — UNITED: STATES: Vi MARC RICH, ET? AB. 


"A EEDERAE GRAND? JURY IN’ MANHATTAN TODAY RETURNED! A: 5°-COUNTS 
INDICTMENT AGAINST MARC RICH, PINCUS: GREEN, CLYDE: MELTZER, MARC RECE: 
AND: COMPANY: A.G. ("AG"):, AND: MARC RICH AND: COMPANY INTERNATIONAL. 
CTD.,, AKA, "CLARENDON ETD.™ ("™INTERNATIONAL™) FOR: VIOLATING THE 
RACKETEER! INFLUENCED: AND: CORRUPT’ ORGANIZATION: ("RICO™) STATUE AND: 
MARC RICH AND PINCUS: GREEN: FOR: ACTIONS: TAKEN. TO. FACILITATE OIL. . 
TRANSACTIONS WITH IRAN DURING: THE: HOSTAGE CRISIS IN VIOLATION. OF 
FEDERAL LAW. MARC RICH, PINCUS: GREEN, CLYDE MELTZER AND 
INTERNATIONAL ARE ALSO: CHARGED! WITH: EVADING: TAXES: IN: CONNECTION WITH: 
INTERNATIONAL'S 1980; AND: I981. CORPORATE: INCOME TAX. RETURNS.. EACH. OF 
THE DEFENDANTS: ARE EURTHER CHARGED: WITH. aUEerE MAIL. AND: WIRE: FRAUD: 
VIOLATIONS... 


RUDOLPH: W.. GIULIANI, UNITED STATES: ATTORNEY FOR THE SOUTHERN: 
DISTRICT OF NEW YORK, EXPLAINED THAT THE RACKETEERING CHARGES: 
INVOLVE: CONCEAEING IN. EXCESS OF $100 MILLION IN. TAXABLE INCOME FROM: 
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CRUDE: OTL. DEAES. OF INTERNATIONAL. ~< IN. EARGE. PART’ EARNED} ECLEGAELY :- - 

IN: WEOLATION: OF’ FEDERAL ENERGY EAWS: ~~ BYr DIVERTING. THE: INCOME: 
THROUGH SHAM TRANSACTIONS: OFFSHORE: TO) AG, A. FOREIGN: CORPORATION . . 
WHICH: DOES? NOT FILE: UNITED! STATES: INCOME. TAX: RETURNS... AS: A RESULT’ 
OF THIS: SCHEME; THE. INDICTMENT CHARGED!,, THEY DEFENDANTS: CAUSED: - 
DEFENDANT INTERNATIONAL. TO: EVADE. DURING: CAEENDAR: YEARS: 1980; AND: I98L’ 
IN: EXCESS OF $48 MILLION IN: PEDERAL. TAXES: ~~ MAKING, THIS: THE LARGEST 
TAX. EVASION SCHEME’ EVER: PROSECUTED. THE CHARGES: RELATING TQ. IRAN 
INVOLVE THES PURCHASE OF APPROXIMATELY 6,250,000: BARRELS: OF CRUDE AND 
FUEL. OIL FROM: THE’ NATIONAL. IRANIAN OIE COMPANY, AN ENTITY OF THE 
GOVERNMENT OF IRAN. THE OIL. PURCHASES: WHICH EXCEEDED: $200: MILLION: 
WERE ALL MADE AFTER: THE NOVEMBER: 4, 19:79 SEIZURE OF THE AMERICAN: 
oe eee IN TEHERAN: AND AFTER: LT HAD} BEEN. DECLARED ILLEGAL TO: TRADE 

ITH IRAN... 


MORRIS. WEINBERG, JR, THE ASSISTANT UNITED. STATES; ATTORNEY IN 
CHARGE’ OF THE. CASE, FURTHER. EXPLAINED THE ALLEGATIONS. SET FORTH IN 
THE INDICTMENT. EACH DEFENDANT WAS: CHARGED: WITH HAVING: CONSPIRED: TO: 
OPERATE AND: WITH HAVING OPERATED: AN. ENTERPRISE, HE SAID, THROUGH A.- 
PATTERN. OF RACKETEERING. ACTIVITY BY ENGAGING IN SCHEMES TO: DEFRAUD: - 
THE’ INTERNAL REVENUE SERVICE, THE DEPARTMENT OF ENERGY AND THE 








DEPARTMENT’ QE TREASURY’. THROUGH: ETS: OPFICE OF FOREIGN. ASSETS: 
CONTROL. AS: PART OF THE SCHEME, FOR: EXAMPLE, DEFENDANTS’ MARC’ RICH 
AND: PINCUS: GREEN; WOULD CAUSE: INTERNATIONAL TO!) PURCHASE BARRELS QE . 
DOMESTICALLY "CONTROLEED™ OIL. WHICH, UNDER THE: APPLICABLE DEPARTMENT 
OF ENERGY: PRICE? CONTROES;,, COULD BE’ RESOLD: ONLY AT ETXED AND: , 
CONTROLLED: PRICES. INTERNATIONAL WOULD THEN: CAUSE’ THE CONTROLLED: 
OIL. TO. PASS: THROUGH THE HANDS OF NUMEROUS OIL. RESELLERS: IN. WHAT IS. 
KNOWN AS *DAISY CHAIN™ TRANSACTIONS ALL, WITH THE OBJECTIVE OF MAKING 
IT EASIER: FALSELY TO ALTER! THE CERTIPICATES OF THE BARRELS TO 
"*UNCONTROLLED” OIL SO: THAT’ INTERNATIONAL COULD REPURCHASE THE 
BARRELS: AND. RESELL. THEM AT’ MUCH HIGHER UNEIXED PRICES THEREBY 
REALIZING HUGE. ILLICIT PROFITS. EVENTUALLY, THE DEFENDANTS. 
RECOGNIZED THAT HAVING INTERNATIONAL EARN: THESE HUGE. ILLEGAL. PROFITS 
BY SELLING THE FALSELY CERTIFIED "UNCONTROLLED™ BARRELS. MEANT’ THAT 
INTERNATIONAL WOULD: PAY LARGE AMOUNTS: OF FEDERAL TAX. ON. THE ILLEGAL 
PROFITS... _ TO' AVOID: THE FEDERAL. TAX: -— ADDING: THE "INSULT™ OF TAX 
EVASION: TO: THE’ "INZURY™ OE DELIBERATE VIOLATIONS. OF THE FEDERAL OIL 
PRICE CONTROLS: -— THE DEFENDANTS DEVISED A. SCHEME’ WHEREBY THIRD. 
PARTY OIL. RESELLERS, SUCH: AS THE DEFENDANT’ CLYDE MELTZER OF LISTO 
PETROLEUM (HOUSTON, TEXAS) AND WEST TEXAS MARKETING (ABILENE, 

TEXAS) , WOULD. OSTENSIBLY SELL THE FALSELY CERTIFIED "UNCONTROLLED”. 
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BARRELS. TQi INTERNATIONALE. AT:. THE. HIGH! MARKET’ PRICE... IN' PACT. Ell Bap es 
SECRETLY AGREED). THAT’ THE: HUGE PROELTS: CREATED! BY THE DIFEERENCE? .. atts : 
BETWEEN: THE: CONTROLLED: PRICE: AND: THE: HIGH MARKET PRICE: ACTUALLY: . 
BELONGED? TQ: INTERNATIONAL, AND? WOUEDr BE’ RECORDEDr ON! THE? BOOKS OB: 
LISTO: AND: WEST" TEXAS: MARKETING: WHERE: THEY WERE:. REEERRED: TO; AS: . 
PROFIT’ "POTS". THE DEFENDANTS: THEN SET UP SHAM OIE TRANSACTIONS: IN * 
WHICH LISTO: PETROLEUM AND WEST’ TEXAS. MARKETING. WOULD: LOSE 
PREDETERMINED: AMOUNTS: OF" MONEY? TO: AG: AND? LTS: FOREIGN SUBSIDIARIES; - ; 
THEREBY MOWING: INTERNATIONAL"S: [LEEGAE. PROFITS: OFFSHORE TO: FOREIGN 
CORPORATIONS;,, INCLUDING AG, THAT PAID: NO: FEDERAL INCOME: TAX. 





IN. ADDITION, AS. PART OF’ THE’ SCHEME, THE DEEENDANTS ARRANGED. - 
MORE’ THAN: $33: MILLION IN; FRAUDULENT’ DEDUCTIONS. FOR DEFENDANT 
INTERNATIONAL BY FABRICATING: TRANSACTIONS: AND’ CREATING FAESE 
INVOICES: BETWEEN: AG AND: INTERNATIONAL, OSTENSIBLY RELATING TO: 
OFFSHORE OIL DEALS BETWEEN AG AND} os OIL COMPANY, BAHAMAS: AND: - 
BETWEEN: INTERNATIONAL AND! RESCOR. 


MR’. WEINBERG ALSO, EXPLAINED. THAT DURING THE HOSTAGE CRISIS; THE’ 
DEFENDANTS MARC RICH: AND: PINCUS 'GREEN: -- BOTH UNITED: STATES. CITIZENS: 
AT THE TIME ~— PRE~SOLD: FROM THE’ UNITED STATES IRANIAN: CRUDE OIL 


Nemes ies 








WHICH AG: WAS? BUYING? DERECTEY:. FROM THEY NATIONAL. ITRANIAN OLD. COMPANY. 
IN’ THOSE; DEALS:,,, UNITED! STATES, BANKS: WERE. UNWITTINGLY USED: BY THE: ._. 
DEBENDANTS: TO’ TRANSFER: OVER 200: MEECION UNITED: STATES: DOLEARS OUT OF 
THE UNITED: STATES TO: THE: NATIONAL. IRANIAN. OIL COMPANY: TO: PAY FOR! THE: 
CRUDE: OTE. PURCHASED: BY. AG. AT THE TIME, THERE’ WERE TIGHT 
RESTRICTIONS: AGAINST THE: TRANSFER OF ANY FUNDS: TO IRAN: BY AMERICAN . 
CLTIZENS: OR UNITED: STATES: BANKS. 


THE’ GOVERNMENT IS ALSO: SEEKING: SUBSTANTIAL FORFEILTURES: PROVIDED: 
FOR IN: THE RICO: STATUTE, INCLUDING FORFEITURE OF INTERNATIONALE. AND: 
MARC: RICH"S ANDi PINCUS: GREEN'S: STOCK IN: AG. . 


MR. GIULIANDT NOTED THAT’ THE’ INDICTMENT IS, THE: RESULT’ OF A. ONE: 
AND: ONE-HALF YEAR JOINT’ INVESTIGATION CONDUCTED BY‘ THE UNITED. STATES. 
ATTORNEYS. OPFICE, THE INTERNAL REVENUE SERVICE, THE FEDERAL. BUREAU 
OF INVESTIGATION, THE’ DEPARTMENT OF TREASURY'S. OFFICE: OF FOREIGN. 
ASSETS: CONTROL, AND: THE! UNITED STATES: CUSTOMS: SERVICE. IN MAKING. 
THIS: ANNOUNCEMENT: TODAY, MR. GIULIANT PRAISED ALE THOSE’ INVOLVED’ IN 
THIS’ PAINSTAKING INVESTIGATION FOR THEIR CONSCIENTIOUS AND: DILIGENT 
EFFORTS. . 
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MARC: RICH, AGE: 49, EORMERLY® OF MANHATTAN AND! LONG: BEACH, NEW «+ -_ 
YORK, ANDi PINCUS: GREEN, AGE; 497, FORMERLY OF BROOKLYN; NEW YORK, AND: — 
HAVE: APPARENTLY: FEED: THE. COUNTRY, AND’ ARE’ PRESENTLY’ RESIDING INi ZUG»: ~~ 
SWITZERLAND. CLYDE MELTZER. AGE. 38%, IS: PRESENTLY: A. RESIDENT: OF NEW. - 
YORK, HAVING: RECENTLY: MOVED: FROM: HOUSTON, TEXAS: TO: BEGIN; WORK: AS? AND; 
EMPLOYEE: OF CLARENDON. THE GOVERNMENT HAS. RECENTLY RECEIVED: : 
INFORMATION: THATS MARC RICH HAS: SOUGHT TO’ RENOUNCE’ HIS: AMERICAN: 
CITIZENSHIP® IN: PAVOR OF SPANISH CITIZENSHIP.” 





FBIHQ WILL BE KEPT ADVISED... 
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MARC RICH, -DBA MARC RICH AND COMPANY; PINCUS crees( | 2 


FBV-ENERGY RELATED, OO:NY. ~s - ‘ Se eae: 
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RENYTEL TO BUREAU, -DATED SEPTEMBER 19, 1983 AND’ NYTELCAL TO -  S 
BUREAU, SEPTEMBER 19, -1985. 


THE PURPOSE OF THIS COMMUNICATION IS TO KEEP FBIHQ ADVISED OF: «."" » 
CAPTIONED. 


ON SEPTEMBER 19, -1983 AT APPROXIMATELY 3:98 PM THE FOLLOWING 
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PRESS RELEASE WAS COMMUNICATED.TO VARIOUS NEWSPAPERS AND TELEVISION: * “4: -* ” 


CHANNELS : . | tana | ie he eakaenn one © 


“OUTLINE OF INDICTMENT” - UNITED STATES V. MARC: RICH, ETAL ow 


"A FEDERAL GRAND JURY IN MANHATTAN TODAY RETURNED A 5i-COUNT ~ > teas 


He 


et 


INDIGTMENT AGAINST MARC RICH, PINCUS GREEN, -CLYDE MELTZER, MARC RICR * 
AND COMPANY A.G. ("AG"), -AND MARG RICH AND COMPANY INTERNATIONAL © > sae 
LTD., AXA "CLARENDON LTD.” (“INTERNATIONAL ) FOR VIOLATING THE 


RACKETEER INFLUENCED AND CORRUPT ORGANIZATION ("RICO") STATUE AND se 
“MARC RIGH AND PINCUS.GREEN FOR ACTIONS TAKEN T0 FACILITATE OIL aa e 
“ PRANSACTIONS WITH IRAN. DURING THE HOSTAGS CRISIS IN VIOLATION OF ryote 


“FEDERAL LAW. MARC RICH, -PINCUS GREEN, GLYDE MELTZER AND See ee 
“INTERNATIONAL ARE ALSO GHARGED WITH EVADING TAXES IN CONNEGTION WITH vet 


“INTBRNATIONAL’S 1986 AND 1981 CORPORATE INCOME TAX RETURNS. . EACH OF ++ <? 


“THE DEFENDANTS ARE FURTHER CHARGED WITH MULTIPLE MAIL AND WIRE FRAUD 
~ VIOLATIONS. no 


RUDOLPH W. GIULIANI, -UNITED STATES ATTORNEY FOR THE SOUTHERN | re 
~~" DISTRICT OF NEW YORK, -BXPLAINED THAT THE RACKETERERING CHARGES 


ee 





“™ PAGE THREE DE NY 9136 UNCLAS SECTION 1 OF 2 
INVOLVE CONCEALING,IN EXCESS OF $140 MILLION, IN TAXABLE, INCOME. FROM: xc. 
“CRUDE OIL DEALS OF INTERNATIONAL,-~ IN LARGE PART EARNED ILLEGALLY +. - 
“IN VIOLATION OF FEDERAL ENERGY LAWS -- BY DIVERTING,THE.ENGOME 2, - 
PHROUGH SHAM TRANSACTIONS OFFSHORE TO AG, A FOREIGN CORPORATION 
“WHICH DOES NOT FILE UNITED STATES INCOME TAY RETURNS. AS -A RESULT, - 
OF THIS SCHEME, THE INDICTMENT CHARGED, -THE DEFENDANTS CAUSED 
DEFENDANT INTERNATIONAL 10 EVADE DURING GALENDAR YZARS 1989 AND 1981 
“IN EXCESS OF $48 MILLION IN FEDERAL TAXES -- MAKING THIS THE LARGEST 
~~ TAX EVASION SCHEME BVFR PROSECUTED. THE CHARGES RPLATING TO IRAN 
“INVOLVE THE PURCHASE OF APPROXIMATELY 6,259,000 BARRELS OF CRUDE AND . 
RUEL OIL FROM TRE NATIONAL IRANIAN OTL COMPANY, -AN ENTITY OF THE . 3. + 
~~ GOVERNMENT OF IRAN. THE OLL PURCHASES WHICH BXCEEDED. $200 .MILLION +. 0°? 
"WERE ALL MADE AFTER THY NOVEMBER 4, 1979 SEIZURE OF THE AMERICAN, © + - - 
“EMBASSY IN TERERAN AND AFTER IT HAD BREN DECLARED ILLEGAL TO TRADE - 
WITH IRAN. 


™ MORRIS WEINBERG, -JR., THE ASSISTANT UNITED STATES ATTORNEY IN y, - os + 7'° 
CHARGE OF THE CASE, -TURTHER EXPLAINED THE ALLEGATIONS SET FORTH IN 
~""PHE INDICTMENT. EACH DEFENDANT WAS CHARGED WITH HAVING CONSPIRED TO 


a 





; OPERATE AND WITH HAVING OPERATED AN ENTERPRISE, HE SAID, THROUGH A 


ae 
















~ OIL TO PASS THROUSH THS HANDS OF NUMBROUS OIL RESELLERS IN WHAT IS - " 


' BARRELS AND RESELL THEM AT MUCH HIGHER UNFIXED PRICES THEREBY: 


~. BY SELLING BHE FALSELY CERTIFIED “UNCONTROLLED” BARRELS MEANT TRAP. +. 
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PATTERN OF RACKETBERING ACTIVITY BY ENGAGING IN SCHENRS TO DEFRAUD. = + *: 


THE INTEPNAL.REVENUE SERVIGE, THE DEPARTMGNT,OF ENERGY AND HE 7 ox. s 


‘DEPARTMENT OF TREASURY, FHROUGH ITS OFFICE OF FOREIGN ASSETS : 


CONTROL. AS PART OF THE SCHEME, FOR EXAMPLE, DEFENDANTS. MARG RICH 


: AND PINCUS GREEN WOULD CAUSE INTERNATIONAL TO PURCHASE BARRELS OF 
“DOMESTICALLY "CONTROLLED" OIL WEICH, UNDER THE APPLICABLE, DSERARTIMENE: » 


“OF ENERGY. PRICE CONTROLS, COULD BE RESOLD ONLY AT FIXED AND” 
CONTROLLED PRICES. “INTSRNATIONAL WOULD THEN CAUSE THE CONTROLLED 


KNOWN AS "DAISY CRAIN" TRANSACTIONS ALL WITH THE OBJECTIVE OF MAING 
IT EASIER FALSELY 10 ALTER THE CERTIFICATES OF, TRE BARRELS. TO, | . 3-0. - 


~ “UNCONTROLLED” OTL SO THAT INTERNATIONAL COULD REPURGHASE THE 


REALIZING HUGE ILLICIT PROFITS. EVENTUALLY, THE DEFENDANTS 
RECOGNIZED THAT RAVING INTERNATIONAL BARN THESE HUGE ILLEGAL PROFITS <.... 


it 


INTERNATIONAL WOULD ,PAY LARGE AMOUNTS OF FEDERAL TAX ON THE ,ILLEGAL « . , 
PROFITS. TO AVOID THE FEDERAL TAX -~- ADDING THE “INSULT” OF TAX 
EVASION TO THE “INJURY” OF DFLIBBRATE VIOLATIONS OF THE FEDERAL OIL 


PRICE CONTROLS -- THE DEFENDANTS DEVISED A SCHEME WHEREBY THIRD 
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PAPTY OIL RESELLERS, -SUCH AS THE DEFENDANT CLYDE MELTZER OF LISTO 
PETROLEUM (HOUSTON, TEXAS) AND WEST TEXAS MARKETING (ABILENE, - 
TEXAS), ‘WOULD OSTENSIBLY SELL THE FALSELY CERTIFIED "UNCONTROLLED" 
BARRELS T0, INTERNATIONAL.AT THE HIGH MARKET PRICE. IN. FACT IT -HAS,-- 
SECRETLY AGREED TRAT THE HUGE PROFITS CREATED BY THE DIFFERENCE 
BETWEEN THE CONTROLLED PRICE AND THE HIGH MARKET PRICE ACTUALLY 
BELONGED TO INTERNATIONAL AND WOULD BE RECORDED ON THE BOOKS OF 
LISTO AND WEST TEXAS MARKETING, WHERE THEY WERE REFERRED TO AS 
PROFIT "POTS". {FE DEFENDANTS THEN SET UP SHAM OIL TRANSACTIONS IN 
WHICH LISTO PETROLEUM AND WEST TEXAS MARKETING WOULD LOSE 
PREDETERMINED AMOUNTS OF MONEY TO AG AND ITS FOREIGN SUBSIDIARIES, 
THEREBY MOVING INTERNATIONAL’S ILLEGAL PROFITS OFFSHORE TO FOREIGN 


CORPORATIONS, INCLUDING AG, -THAT PAID NO FEDERAL INCOME TAX. 


IN ADDITION, -AS PART OF THE SCHEME, -THE DEFENDANTS ARRANGED « 
MORE THAN $33 MILLION IN FRAUDULENT DEDUCTIONS FOR D&FENDANT | 
INTERNATIONAL BY FABRICATING TRANSACTIONS AND CREATING FALSE 
INVOICES BETWEEN AG AND INTERNATIONAL, OSTENSIBLY RELATING TO 
OFFSHOR® OIL DEALS BETWEEN AG AND CHARTER OIL COMPANY, .;:BAHAMAS, AND: 
BETWEEN INTERNATIONAL AND RESCOR. 7 
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MR. WEINBERG ALSO EXPLAINED THAT DURING THE HOSTAGE CRISIS THE ae 
DEFENDANTS: MARC RICH AND PINCUS GREEN -- BOTH UNITED STATES CITIZENS 
AT THE TIME -- PRE-SOLD FROM THE UNITED STATES IRANIAN: GRUDE: OTL see "er - 
WHICH AG WAS. BUYING DIRECTLY FROM THE NATIONAL IRANIAN OIL. COMPANY.» pss 
IN THOSE DEALS, UNITED STATES BANKS WERE UNWITTINGLY USED BY THE 
DEFENDANTS TO,,TRANSFER OVER 20% MILLION UNITED STATES DOLLARS OUT OF 
THE UNITED STATES TO TEE NATIONAL IRANIAN OIL COMPANY TO PAY FOR THE 
CRUDE OIL PURCHASED BY AG. AT THE TIME, -THERE WERE TIGHT --., EP gh a 
RESTRICTIONS AGAINST THE TRANSFER OF ANY FUNDS TO IRAN BY AMERICAN 


CITIZENS OR UNITED STATES BANKS. 


THE GOVERNMENT IS ALSO SEEKING SUBSTANTIAL FORFEITURES PROVIDED 
FOR IN THE RICO. STATUTE, “INCLUDING FORFEITURS OF aNEE NC ON ES AND <eatacet tO 
MARC RICH’S AND PINCUS GREEN’S STOCK IN AG. : ‘ e oer 


MR. GIULIANI NOTED TRAT THE INDICTMENT IS THE RESULT OF A ONE 
AND ONE-HALF YEAR JOINT INVESTIGATION CONDUCTED BY THE UNITED STATES 
ATTORNEY'S QFFICE, -THE INTERNAL REVENUE SERVICE, THE FEDERAL BUREAU.» .« -* 
OF INVESTIGATION, THE DEPARTMENT OF TREASURY ’S OFFICE OF FOREIGN. ¢ © °° ' 


BT 
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THIS ANNOUNCEMENT TODAY, MR. GIULIANI PRAISED ALL THOSE INVOLVED IN 
THIS PAINSTAKING INVESTIGATION FOR THEIR CONSCIENTIOUS, AND. DILIGENT 
EFFORTS. 


oor 


“MARC RIGH, AGE 49, FORMERLY OF MANHATTAN AND LONG PEACH, NEW 


YORK, AND PINCUS GREEN, AGE 49, FORMERLY OF BROOKLYN,..NBW. YORK, *AND- 
~ HAVE APPARENTLY FLED THE COUNTRY AND ARE PRESENTLY RESIDING IN ZUG, - 


“ SWITZERLAND. CLYDE MELTZER, -AGE 38,~-1S PRESENTLY A RESIDENT OF NEW 
“YORK, -HAVING RECENTLY MOVED FROM HOUSTON, -TEXAS TO BEGIN WORK AS AN 





ser ro * Qa 


ASSETS CONTROL, -AND THE UNITED STATES CUSTOMS SERVICE. . IN. MAKING | > pa. 
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“EMPLOYER OF CLARENDON., THE GOVERNMENT HAS RECENTLY RECEIVED ., = 





“INFORMATION THAT MARC RICH HAS SOUGHT TO RENOUNCE RIS AMERICAN 
~ GITIZENSHIP IN FAVOR OF SPANISH CITIZENSHIP.” 


“” PBIHQ WILL BE KEPT ADVISED. . ee ees 
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MARC RICH, DBA MARC RICH AND COMPANY; PINCUS cREEN;[ | b6 


b7Cc 
aa FBW - ENERGY RELATED (00:NY) 


THE PURPOSE OF THIS COMMUNICATION IS TO KEEP FBIHQ 






ADVISED OF DEVELOPMENTS OF CAPTIONED. 





ON SEPTEMBER 19, 1983, THE GRAND JURY FOR THE SDNY CONCURRED 









IN THE FINDING OF A 51-COUNT INDICTMENT CHARGING: MARC RICH, 





PINCUS GREEN, CLYDE ‘MELTZER, MARC RICH AND COMPANY, AG AND MARC 






RICH AND COMPANY INTERNATIONAL, LTD., AKA "CLARENDON A.G. (LTD., 







S.A.)", ITS PURPORTED SUCCESSOR IN INTEREST WITH VIOLATIONS OF 
TITLE 18, U.S. CODE, SECTIONS 1962(C) - ONE COUNT RACKETEERING , 






1962(D) - ONE COUNT RACKETEERING CONSPIRACY, 1341 - FOUR COUNTS 






MAIL FRAUD, 1343 - 35 COUNTS WIRE FRAUD; TITLE 26, U.S. CODE, 






SECTION 74301 = TWO COUNTS TAX EVASION; AND TITLE 50, U.S. CODE, 










: WINED . 
- NEW YORK ae CON 
ey TIO wet 
Q - SUPV. M-1 ALL BEES DKON | 
MEB:mms parE lls 
(2) 






Approved: Lf e\— Trans 7 rt a fe BGA td C17 28 ~ £55 
(Number) (Time) stitanizey TF tiieo 


epee OP aya, 
| ras y i233 
b6 











FD-36 (Rev.8-26- @ @ 
FBI 


“TRANSMIT VIA: PRECEDENCE: CLASSIFICATION: 
© Teletype ©) Immediate O TOP SECRET 
[) Facsimile ©) Priority © SECRET ~ 
2 ene ee See © Routine © CONFIDENTIAL 
a" (1 UNCLASEFTO 
O UNCLAS 


Date 


PAGE TWO NY 196A-1774 _ UNCLAS 
SECTION 1705; AND 31 CODE OF FEDERAL REGULATIONS, SECTION 535.206 
(A) (4) - EIGHT COUNTS TRADING WITH ENEMY. 
MARC RICH AND PINCUS GREEN FACE THE MAXIMUM EXPOSURE OF 
325 YEARS AND $509,000 FINES. 
CLYDE MELTZER FACES RICO CHARGES, MAIL FRAUD CHARGES, 


TAX EVASION CHARGES AND 11 COUNTS OF WIRE FRAUD. MAXIMUM EXPOSURE 


125 YEARS AND $85,000 FINES. 
PURSUANT TO TITLE 18, U.S.C., SECTION 1963(A), THE GOVERNMENT 
WILL SEEK SUBSTANTIAL FORFEITURES PROVIDED FOR IN THE RICO STATUTE. 
AT APPROXIMATELY 3:00 P.M. ON INSTANT DATE, A JOINT PRESS 
CONFERENCE WILL RELEASE ABOVE INFORMATION. 
THE GOVERNMENT HAS ALSO RECENTLY RECEIVED INFORMATION THAT 
MARC RICH HAS SOUGHT TO RENOUNCE HIS AMERICAN CITIZENSHIP IN 
, FAVOR OF SPANISH CITIZENSHIP. 


FBIHQ WILL BE KEPT ADVISED. 
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MARC RICH, DBA MARC RICH AND COMPANY; PINCUS areen;| | ae 


[ | re - ENERGY RELATED (00: NY) 


THE PURPOSE OF THIS COMMUNICATION IS TO KEEP FBIHQ 
ADVISED OF DEVELOPMENTS OF CAPTIONED. 

ON SEPTEMBER 19, 1983, THE GRAND JU RY FOR THE SDNY CONCyRRED 
IN THE FINDING OF A 51-COUNT INDICTMENT CHARGING: ARC RICH, 
PINCUS GREEN, CLYDE MELTZER N MARC RICH AND COMPANY, AG AND MARC 
RICH AND COMPANY INTERNATION AL, LTD., AKA “CLARENDON A.G. (LTD., 
Seaed", ITS PURPORTED SYCCESSOR IN INTEREST WITH VIOLATIONS OF 
TITLE 18, y.Se CODE, SECTIONS 1962(C) - ONE COyNT RACKETEERING, 
1962(D) - ONE CO UNT RACKETEERING CONSPIRACY, 1341 - FOyR COUNTS 
MAIL FRAUD, 1543 - 35 COUNTS WIRE FRAUD; TITLE 26, U. S. CODE WD -/DILARSS 
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SECTION 7201 - TWO COUNTS TAX EVASION; AND TIILE 5@, U.S. an a 
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SECTION 1705; AND 31 CODEMUF FEDERAL REGULATIONS, eo 535.206 
CA) G4) - EIGHT COUNTS TRADING WITH ENEMY. 
MARC RICH AND PINCUS GREEN FACE THE MAXIMUM EXPOSYRE OF 
325 YEARS aND $509, 00 FINES. 
CLYDE MELTZER FACES RICO CHARGES, MAIL FRAUD CHARGES, 
TAX EVASION CHARGES AND 11 CO UNTS OF WIRE FRAUD. MAXIMYM EXPOSYRE 
125 YEARS aND $85,900 FINES. 
PURSUANT TO TITLE 18, U.S.Ce, SECTION 1963(A), THE GOVERNMENT 
WILL SEEK SUBSTANTIAL FORFEITURES PROVIDED FOR IN THE RICO STaTyTE. 
AT APPROXIMATELY 3:90 P.m. ON INSTANT DATE, A JOINT PRESS 
CONFERENCE WILL RELEASE ABOVE INFO RMATION. 
THE GOVERNMENT HAS ALSO RECENTLY RECEIVED INFORMATION THAT 
MaRC RICH HAS SOUGHT TO RENOUNCE HIS AMERICAN CITIZENSHIP IN 
FavO R OF SPANISH CITIZENSH IP. 
FBIH@ WILL BE KEPT ADVISED. 
BT 
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"US. Asserts It Can Prove Marc Rich & Co. . 
. Evaded Taxes if It Gets Data From Swiss |: 





By Rocex Lowenstein and SrevEMypson 
Staff Reporters of Tre WALL Staxet JOURNAL 

NEW/YORK+Aftomeys for the U.S. gov- 
ernment’ asserted ‘that they could prove 
Mare Rich'& Co. AG evaded more than 
twice the $48 million In U.S. taxes already 
alleged if they could obtain company docu: 
ments belng held by the Swiss govern: 
ment, - 

As reported, those Internal documents of 
the Zug, Switzerland-based commodittes 
trading firm) were seized recently by the 
Swiss government on the ground that releas- 
ing them to U.S, authorities would violate 
Swiss secrecy laws. Negotiations between 
the two countries over release of the docu: 
ments have been going on but appear to be 
at ah Lmpasse. 

On Monday, a federal grand Jury here In< 
dicted Marc Rich, its U.S. unit, and Its two 
principal officers, Marc Rich and Pincus 
Green, for tax evasion, wire and mall fraud 
and racketeering. The Indictrnent sald the 
defendants evaded taxes on more than $100 
million of income. 

Though federal government attomeys 
concede an Impasse over obtaining the docu: 
ments, they hope to get thelr hands on Mr. 

* Rich and Mr, Green, both currently residing 
in Switzerland. 


‘at the heating, Lawrence B, Pedowitz, 
chief of the criminal division of the U.S. ‘AG 
torney's Office for the Southern Dfstrict of 
New York, sald the government will seek to 
extradite the two men, “I am hopeful’ the 
Swiss government will couperate, Mr. Pe: 

» — dowltz said. 

The Swiss government has safd it won't 
“extradite people on tax evasion charges but 
’ fs willing to examine the other charges 
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By Wittiam M, Cartey 

+ And Rosext BK. TAYLOR 
* Staff Reporters of Tue Wars. Stnner Jounnar 
NEW YORK=The: indictment of Mare 
. Rich and his compantes for tax evasion fs 
! bat the Up of the iceberg fn a tong and bit 
| ler dispute over taxation of multination: 


als 

The Mare Rich case, however, isn't 
likely to sigual a rash of Justice Depart- 
Ment prosecutions Such cases ure com: 
filer, calremely dilicull to prosecve on 
the criminal Jevel, and even diftfeult to 

pursue as civil Gases, Lawyers say, 
‘ In the Rich case, the Justice Depart: 
ment Jas already run intu a roadblock in 
the Swiss goverment, which refuses (0 
(urn over certain Rich documents the Jus: 
tice Department says it needs. 
. The long-festering dispute over taxing 
y multinationals Involves so-called transfer 
pricing, :inzmhich goods are transferred 
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zerfand. Tihs mwves the profits frum the 
U.S. to Switzerland and results tn evastenot 
U.S. taxes. ‘ 
In Mr. Rich's case, he Is charged with 
having his U.S, company transfer profit tox 
Swhss uffiliate by having the U.S, umt buy 
on at artificially high pmees. In this way, 
i's alleged, Mr. Rich evaded taxes on mére 
than $100 million of revenues, making it the 
biggest lax evasion case In history, i 

But except for tts magnitude, the Rich 
caseetsn’'t unique. “It's a perfect example 
of the games people play with transfer 
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Marc Rich Tax Case] 
But Unlikely to Lead to Rashof U.S. Suits 





for 8 Subst pxi'to} th Azdons' 
pay: taflateg,, Soh gone i 
buys from another subsidiat * asin 


_ Pricing," says Thomas Field, executive 'dt- 
Te giax: Analysts, a Washington « 


j against the defendants as a basis for extra: 


dition. “It’s premature” to predict what the 
response will be, a Swiss government 
spokesman said. 

Mr. Pedowitz also safd yesterday that the 
government might seek a ‘‘superseding ta- 
dictment.’’ He didn’t elaborate, but sources 
close to the case said such an indictment 
might be tailored to Swiss extradition pole 
icy. Under Swiss law, a person can be extra: 
dited {f the alleged offenses are also punish: 
able In Switzerland. 

Though U.S. government officials haven't 
seen the documents in Switzerland's posses: 
ston, they have been given lists describing 
the papers. Based on a review of those lists, 
the government believes It could prove a 
much higher level of tax evasfon than al- 
ready alleged, these officials said. 

Mr. Pedowitz, the government prosecu- 
tor, told the court yesterday that those docu: 
ments included papers describing plans to 
defraud the U.S, government, “These docu: 
ments are golden nuggets,” he sald. 

Since the indictment, nefther the defen- 
dants nor thelr attorneys have returned 


phone calls. Previously, company ofhcials }. 


denied any wrongdolng. 2 

The indictnént capped an,18-:month in- 
vestigation of Marc Rich. Yesterday's hear- 
{ng had long been scheduled to deal with 
some of the remaining issues outstanding in 
that Investigation. 

Among other things, Marc Rich is being 
fined by the court $60,000 a day for falling to 
turn over subpoenaed documents. At yester< 
day's hearing, Judge Leonard B. Sand sald 
he would consider ending those fines given 
the refusal of the Swiss government to tum 
over the documents, A hearing on (hat ques:’ 
tlon was set for Oct. 3. 


Is Tip of the Iceberg 






« 
and the ship. The intermidiate subsidiary 
Just happened to be In 2 very Jow tax situa: 
ton, Ina civil case, the Justice Depart: 
ment attacked this arrangement and 
won, 

Somelimes it Js not the U.S. government 
that feels cheated. Citibank, according to a 
Securities and Exchange Commission 
study, transferred profit from France, 
Switzerland and other European countries 
by executing “sham'" foreign exchange 
Iransactions with a Citibank unit in Ber- 
muda, A Kuropean Citibank unit would st- 
nuultaneously sell currency to the Bermuda 
unit at a low price and buy It back al a 
high price, thus moving the profit to Ber- 
muda, While the SEC took no action, Kuro- 
pean countries forced Citibank to pay 
rated $H1 milion tn extra taxes and penal- 
tles. 


Few cases, however, are prosecuted. 
One reason, according to a recent General 
Accounting Office study, is that transac: 
_ Hons between company units are perfectly 

ers they are at arm’s length prices. 
tha-GAO report found, because of 
etcet ustuations af g.other factars, 


oe ATIN'slengih prick - Sik, -MePeLUre, ee 
aut ditiput to prove prices are In-” 
Mated, 

When there iss dispute over transfer 

prices, it hardly ever gets fo court, says | 
one lax lawyer. “The question Is usually 

Settled In haggling between the Internal 

Revenue Service and the company,” he 

says. Prosecuting a criminal case, in 

which fntent must be proved, Is even 

tougher. “You need a tipster or documen: 

tary evidence," says a former Justice De 

partment official. 













The U.S. Attorney in New York evi 
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biggest, tax-evasion’. ease In; Dist tory 


of the games: ‘people, play. with ‘transfer 
pricing,” says Thomas; Field; ‘executive'dl- 
rector of Tax Andlysts, a Washington- 
based tax research group.. 

-_. The.game_has:been: played: a long time. 


Department -began.. drying: to: crack. downs 
One ‘case; “involved..U.S. Gypsum Co. 

! Strange: ‘hings.were happening to the price 
of gypsum: rock the: company mined. in 
Canada. and shipped. to the U.S. 

~The . Canadian: subsidiary, - -mitied , the 
rock and placed- “It ona conveyor. beltiat a 


dock. As the rock fell-off the: conveyor, the: 


Canadian unit sold thé,rock:to-an interme- 
diate U.S. Gypsum ‘subsidiary . at a. low 
pre. s aibslala broitt. an taxes of foe Ca: 
an sutisidjary quite: low, AS the: v0. 
sumsréck “tell: ‘thro ugh thie ‘air, 


asiilp, It was sold to the.U-S: company at'a 
very fifgh price. That-kept profit and taxes 
- the U.S. company” ‘ower. than other- 

se. , 

In effect, says Mr. Field, of Tax Ana- 
lysts, U.S. Gypsum was siphoning the 
profit from the transaction {nto the Inter 
mediate U.S. Gypsum subsidiary, which 
owned the rock only while it was falling 
through the alr between the conveyor belt. 


ar a it hardly, éver gets, 10. courtSays \ 


ithis’ | 
it’s alleged: Mr. Rich’ evaded sane “mores: 
than $100‘millfon’ of’ revenues, making.’ ‘tthe. Revenue, Service. andthe” company,, 


: uiyes . SaySiy 5;Prosecutlnig. ‘a < criminal; case, li 
. But except for’ its: “magnitudes the Rich" 


case Isn't untque;" ““It'sa-perfect. example , 





-in.the Rich, case. The:indi¢! iat charges; 
In‘the. late 1960s “and the~1970s the Justice’ & for. ‘example; that-Mi-Rich “ins tructed thes 
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one’ tax: lawyer: «The: question: Is usyally’ : 
“$ettled- in -haggling- between. the “Int tegn 2 
she ~ 

Sule intent must“be~ prayed; is Seven * 
tougher; !"You need a “‘Upster oixdocumen; * 
tary evidence,” ‘says a former uate f pe 
partment: official: *: * 

The U:S. Attorney In New. York. a % 
dently feels he has doctnien tary. evidence. 4 


‘-comptroller..(for the U.S. "Reh company). 
to notify his, counterpart at-the:ts come. 
pany)’ to.prepare: ve’ Eradulenté Invalces,® 4 

’ The ‘false Invoices.’ were tones 
sham transactlons, the”. ‘tpaletment 2t 
leges.: 

‘AS soi as It may be to make ‘down on ° 
International tax evaders, there are’ Indica- 
tlons the IRS {s going.to try hardet-Last 
month thé IRS issued an edict to‘lts agents 
establishing: higher: priorities - ‘for checking {. 
Individual’, ‘and: parthersh{p---tax-haven sf 


the. r prleeeee schemes forelgntax-credit -sangalatin : SERS : 
rose dramatically, and’, as innit: the. old Of and. Potentially, unireporteq” incom wee 
“on forelgn documents.’The TRS also-plans |’ * 


SHOWN: | sen 


to rie the number of: agents. who,work 
full thme on international tax examinations 
to 364 from 297 and ‘to increase‘tralning of 
all IRS ‘agenfs on tax-haven abuses, 

And for the-man in the street, there will 
be an extra check. While individuals have 
been asked:on tax returns only If they have 
a forelgn bank account, In the future they 
will also be asked, “In les country?” 
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Deficit Estimate | U.S. Charges Marc Rich With Concealing 
By U.S.Shrinks {$2100 Million in Income From Oil Trading: 
About $10 Billion : sf Aig Lowe : | half federal investigation. As reported, Mare 


“AND Sthve Muto Rich has strongly resisted government sub- 
poenas fof Information. The company ‘hes 

M "Q¢ nok By charged Mare Ric} . ‘ant x70 oO compiy ppoenas ands sull: 
New E iscal 83 Bi orecost Brings principal officers with concealing more than ing assessed £50,000 a any under a federal 
Gap to Under $200 Billion; | $00 million in txxuble income from oll-trad: | court order. The U.S. government is still 
84 Projection Js Narr wed Sas Wand fer aaa alk the ac ‘Suse is oer nha ay seized 

Ss c a The ‘ ~ | Sy government,’ which recen d 
OJECUOH. OWEG) sions by ike hugs commodities trading fitm | them usder Swiss secrecy laws to keep the 
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and Western Union’. 
neinanee ahd Its tro officets, Marc Rich and Pincus | papers out of the hands of U.S. prosecutors. | graph Co. nuit agreed 
By Kenvent H Bacos | Green, resulted In ths evasion of more than] A court hearing on those’ documents: ts | a four-year prior not 

Siaff Reporter of Tres Waa. Srasye Fovaxar, * | $49 milfon ht taxes, At & news conference, | scheduled here today. 


to become effective. 
vice couldn't be dise 
Sept. 1, 1097, Wester 
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dam. of understandin 


WASHINGTON-Treaniy offizte’s con--| Pudolgh W. Gigllast; U.S, Attomey for the 
nd that the dofictt 22 ike cprrent fisca? | southtrn district of New, Yerk, sald this ts 
-ar could be less than £200 ttiton, shout } the biggest tat-evasion cass ever brought by 
0 billion narrower than vfitelal esthvates { the federal government. 

July. ee re ‘She 51-count indietmeat alsa charges the 

Treasury Secretary Donald Regan said inj defendants with mal! and wire fraud, racke- 


The 48-year-old Mr. Rich, who was born 
jin Belgium, first made his mark trading ol} 
for Philipp Brothers Inc., the giant cormmod- 
Itles trading arm of Phibro-Salomon Inc. In 
1974, Mr."Rich and his longtime colleague 
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a year in commodities. Its business, how- 
ever, has been severely squeozed since the 
U.S. Investigation hecame public. 

_ According to the Indictment, Marc'Rich’s- 
U.S. unit diverted income through: ‘'sham 


ds Sept. 30. In addition, he sald thet Trea: | dants ore also charged with redping what 
ry estimates for fiscat 3€9¢ iptinute taal | Mr. Ctulianl teracd “oazermous” profit by 
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sald the U.S. would cork to selze tha com- 
pany’s U.S. assets, which, he sald, total 
“nurdreds of millions of dollary." One asset 
it would seek Js the halfdaterest In Twentl- 
eth Century-Fox Film Corp. owned by a 
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Insurance Squeeze 
Independent Agencies 


Dwindle in Importance 


As Competition Grows 


Their High Operating Costs 
And Rise of New Rivals 
Endanger Their Survival 


Newest Threat: Deregulation 


By Many Wacsaas 
Staff Reporter af Tig: Wats, Stases Joursat. 
After 33 years in the insuragce bosiness, 
the Pennsylvanla agent is afraid of lesing 
his job. “It's outrageous! It’s nabelievcblet” 
he sputters Continental Insetance Cos., af 
ter reviewing his 180% sales mccrd, Bas told 
him (to deuble his velame within two years 
or forget about selling its poiicies, He says 
he can’t possibly mect the new quota. 
“Its another way of felling you they 
aren't interested in cmoil cgents,” be 
says, * 
In Kalamazoo, Mich., Leon Millers cld 
agency in a suburban taserment hag Kided, 
wut he has opened andther tn the mide of a 
hopping mall. Now h2 cells insurcree troy 
kiosk ard hopes that his trveraan ope7a- 
on will gain seme of the san. benefits 
om the mall that giart Allsizte Incarence 
.. gets from its tein with Sears. “FT eck at 
S$ as my last chance ta suteded,' My. 
Mer says. 
ndependent froperty-eassalty xgerts, 
middlemen who match up tho avmers ef 
18S, Cars and businesses with thy varters 
rance compcnles that want to ccver 
1, are eyelng the future with particular 
dation these days, 
onalized Service 
pieally the cgent is a smalbburiness 
a guy cows the strec? who will show 
three In the ricraing te console and 
4 you over the charscst ruizs of your 
or who wil haip yea with the passe 
or your son's ante esyercge. Nct pn 
z Jod, certainly, tht ore that sceta3 0 
fy entreprereursiip ond the free 





how, with dereguiation shaking up 
re financialseryiecs induziry, 124 
rket is threaterniv? to erush the 
“ewer than half of taday’s in.cpea- 
icles will Jast out the decade, riany’ 
S predict. 
y. hard thtes have began to tate 
Insurance companies hat coi cov- 
late-night television er threuch 
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Business and Finance 


4 KCAL 19533 DEFICIT could be 
du" Jess than 2200 billion, some $10 
billion narrower than estimated in 
July, Treasury fecretary Regan said. 
Treasury estiniates for fiscal 1984 In- 
dicate the deficit could be in the range 
Of $165 Billfon to. $170 billion. 


pf aol — Pe " 
R 
 asare Rich & Co. AG and two top 


officers tare charged with concealing 
more than $10) rillilon In taxable 
earnings {1 1630 and 1981. The S1-count 
federal tmlictment asscried that the 
actions sesulied tu evastfon of over 
$48 ralllion in U.8, toxcs. 
£Gicryca Peordl 

& 8 # 

Housing starts rose 8.4% in August 
to an annual rate of 1,975,000 units, 
despite this summer’s rise In mort- 
gate rates. Last month's level was the 
strongest since December 1978. But a 
drop in buliding rermits may portend 
astowdownin construction, - 

(Slory ta Pees a 
$s Ww & 

Victor Zechnalcgics Is exvected to 
lay cf another £00 employees today, 
to pare overhead costs. The layoffs, 
and expected efforts to consolidate op- 
erations, will contribute ta a third-pe- 
ried loss that the company saya will 
be about the saine size as its StI 
million second-quarter deficlt, 

(Mery oa Pose 4} 
& f © 

icsuranee reguiaters who control 
six Balcwin-Uniied units sald thelr 
plan ty “rehabilitate” the units would 
ray annuity holders interest rates as 
low as 3.6% and forbid complete with: 
drawals (or at least 344 years. 

CLT N CH OS 4. 
“* *® 

Nerthuest Beeyay asked the New 
York Stock Exchange to day opening 
ef its stock pending an ontomes- 
ment, The request caine cin'd madea- 
tens that Nortinvest woo svekire 
nroce with ito ligirhaoing but kestile 
suitor, Willian.s Oss. ; 
(Stuy Por), 

Bn Ff tt 


« 


‘What's News— — 












































¢ ig a 
© 1983 Dow Jones & Company, lec | 


PEO ERT RP NOT 


‘World-Wide 


a °% 
US. NAVAL GUNS. WERE UBER fo rtp 
Lebanon's aroy defend Conk eliherd, | 

Ie wan the first thre the U.S. bas fired on 
targets to help suprort the Legantss army. 
It also represente? a sonifieagt expansion 
of U.S. involvement Jn the war. Officiols 
have deseribed two earlier instances of U5, 
naval shelling as a defense of American per 
somel. (Story on Page 2) 

The State Department emphasiecd 
+dhat the naval firing didn’t represent a 
chaage in the U.S. position on using fire- 
power when Marizes nré threatened. 
$ & 

A revised plan for covert U.S, actlous In 
WNiearagua will be considered today by the 
Senate Intelligence part. It plans to vote 
quickly ca whether to approve the propesal 
and sugges? further funding. The CIA hes 
beea working on the plan showing why the 
U.S, has helped armed rebels fighting Nica- 
ragua’s government. (Stary on Page 5} 


* FF & 

Nicaraguan troops fought Hocduras- 
based rebels tryicg to seize three provicces 
in oastern Nicaragua, the military sald. it 
sald 75 rebels were Killed and 1€ others cape 
tured. In Bl Sclvador, heavy fighting was 
reported in Usuhitan province. 


a * # 
The U.S, won't Bleck U.N. members whe 
want to mave heacquarters out of the U.S, 
On the eve of the 28th annual General As- 


are 


e 2 


sembly, U.S, delegate Charics Lickerstoin | = ANCE! 
sald, “The US, mission will be down at the | Rallyead j 


dacks waving yea farewell,” Russia accuser 
the U.S. of preveniiag Forelon Minister Gro- 
myno from attending the session, 


ta * #8 

The Serh Korean fellfecr chet Cowan 
Sept. 1 formed part of a U.S, spy mission, 
Moscow? charged. The Tass néws arency 
alco charzed that te Eoging 747 was d> 
layed 40 minutes darlag a retueling stop tix 
Ataska 85 that an orhiting U.S. spy satelite 
would be fa position “to rconler the plane's 
fatrusion over Soviei nuclear factallaticns, 


® & € 
Polish officials warned of 25% to 43% Ink 
creases in food prices, A Communist Party 
official In Warsaw cortirmed reports of 
panle hoarding f9 seme provinces. 


* 4 
Wablogton Pobile Power supporters {9 
the Senate dropued a plas doctzned te hetp 
the project voice cendiractina funds. Fos 
were prepared to fibcster ihe plan ¢7 to 
aricnd Jt sybdstandally, i 
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Of $48-Million: Tax F 
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Marc Rich’s Recipe for-Hiding $100 Million: First, Get a Big Pot... 


Rich & Co. AG. The pair allegedly hid another $33 million from U.S, tax ~~ 


. “The federal indictment outlines a complex scheme by which Marc Rich 
and Pincus Green, prosecutors contend, earned $71 million in illegal 


Step 1: Illegal Profits ee 


Marc Rich International moved cheap, price-controlied 08 through 


emerged, 


MARC RICH 
INTERNATIONAL 


pS 4 


ee WEST TEXAS Bry 307 
* Cheap Oil MARKETING * 
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WEST TEXAS 
~ MARKETING 


one 


l “authorities through sham crudo oil transactions designed to register huge *, 
profits from the U.S. operations of Marc Rich & Co. International Ltd. and - fosses on Marc Rich International's books. The Marc Rich “recipe for « 
later diverted the income offshore to International's Swiss parent, Marc’ : 


the scheme, as described in the indictment, called for three steps: 
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- ————wnp> West Texas Marketing sells cheap oi} to Marc Rich “_ 
International but bills it at higher world market price, . 
The illegal profits accumulate in a “pot” kept by 
West Texas for Mare Rich International. 


MARC RICH & CO. AG. 


* Zug, Switzerland 
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By JAYE SCHOLL and LAWRENCEJ.TELL *. ~ 


NFATHOMABLE crimes unsettle 
the mind. They leave questions. 
and no resolutions. For a while, the 
crimes that the Justice Department says 
Marc Rich and his partner, Pincus 
Green, committed seemed just that, un- 


»fathomable. Both men are fabulously 


wealthy. Why would they risk a reckless 
route to ruin by evading U.S. income 
taxes? 

The answer became stingingly clear 
when they were indicted last week. If the 
government’s charges are true, Rich and 
Greer had no choice. They couldn’t pay 
millions of dollars they owed in taxes 
because their profits were illegal. It was 
the same problem any cocaine dealer or 
gun-runner faced, except Marc Rich and 
Pincus Green probably made more 
money than the best-connected drug 
dealer. In just two years, Rich and 
Green had such staggering illegal profits 
that they evaded more than $100 million 
in taxes owed, not income, by shifting 
money to their foreign companies. They 
allegedly reaped the enormous profits by 
trading cheap oil at high prices in viola- 
tion of the Department of Energy’s price 
controls. And once they had the profits, 
they had to find a way to hide them, and 
ultimately, get them out of the country. 


How they supposedly did that makes 
the indictment intriguing reading. It 
may make a powerful case, too. But 
there are some hurdles. Rich reportedly 
listened to news of his indictment as a 
“guest” of Switzerland. Yet, a year anda 
half ago, about the time the grand jury 
issued its first subpoena, Marc Rich 





started lining up a more permanent ref- 
uge in Spain, where he has owned a villa 
for more than a decade. Last month, he 
renounced his American citizenship and 
asserted his new Spanish nationality, ac- 
cording to Spanish and American 
sources, “ 

Spain not'‘only has the glorious, sun- 
drenched Costa del Sol, but one of the 
best extradition treaties with the U.S. for 
a. person in Marc Rich’s predicament. 
That’s because Spain apparently won't 
extradite a new citizen who committed 
crimes before becoming Spanish. Many 
other countries will. A quick assessment 
of the extradition treaty looks like 
“Spain does .the trick” for Rich, as-a 
State Department official put it. Since 
Mare Rich and Pincus Green can’t be. 
tried unless they are in the U.S., the 
question of whether Marc Rich, at least, 
will be extradited may soon switch from 
Switzerland to Spain. As far as is 
known, Green still remains a U.S. citi- 
zen. > 


Forging Links. 


- The Justice Department's Case Against Marc Rich = 
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Green’s foreign companies racked up 
huge profits, all of which.were untouch- 
able*by the IRS, but more important, 
hidden from the Department of Energy 
whose oil price-control laws they had 
violated. U.S. Attorncy Rudolph Giu- 
liani called this double affront~—making 
illegal profits and then not paying taxes 


on them—an act of adding “insult to 


The indictment says Rich and Green — 


devised a scheme to stash illegal profits 
in “pots” hidden for them by two small 
oil companies. The two companies 
tended the two’pots, holding $71 mil- 
“Won and thenladled-the illegal profits 


injury.” 

In a separate scheme outlined by 
Barron’s last week, Mare Rich Interna- 
tional rerouted another $33 million di- 
rectly to its Swiss parent company, buy- 
ing oil from the Swiss company and 
selling it at a loss in the U.S. Those two 
schemes, which put more than $100 mil- 
lion income beyond the reach of the 
IRS, makes this the biggest tax evasion 
case the Justice Department has ever 
prosecuted. It’s unlikely that record will 
be broken for eTong, long time, espe- 


Gially“ since the Justice Department’ is 
about to amend the indictment and ac- 
cuse them of evading twice as much as 
in the Onginal indictment, : 


That’s enough, but that’s not all 
Marc Rich and Pincus Green did, insists 
the government. The level of indigna- 
tion rose in Assistant U.S. Attorney 
Morris Weinberg Jr.’s voice during a 


Zinto the coffers of Panamanian” and-~press«sconference last week, as he 
4 Swiss’ companies owned 'by Rich and 


charged that the pair traded oil with the 


Green: They did‘that in a series of sham’ National Iranian Oil Co. during the 


‘ransactions, arranged by Rich, ‘by buy- 
ing crude oil from Rich and Green’s 
Swiss company and on the same day, 
reselling it to Rich and Green’s Panama- 
nian subsidiaries at a loss. Rich and 





“iranian hostage crisis. With traces of his 


Chattanooga, Tenn., accent surfacing, 
“Sandy” Weinberg emphasized that 
Rich and Green were “American citizens 
doing business in the United States,” but 


inthe Chain —~ 
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who nevertheless “traded with the’ cm ; 
emy”—sending $200 million that shock | 
have been frozen in U.S. banks to the *: 
Ayatollah Khomeni. “ 
For these and numerous other & 

leged crimes, the two 49-year-old mea 
each face 325 years in prison if com a 
victed. Those are big numbers and pot :? 
very likely to stick. But they do make i (% 
easy to understand the U.S. At < 
Office’s aplomb when Rich and Green’ «.§ 
lawyers tried plea-bargaining for four ® “9 
five years in jail for their clients m°% 
exchange for dropping the investiga508 33 
The offer was rejected, as by“ 
Barron’s last week. (A third maa, Che 3 
Meltzer, was also indicted. Meltzer, »0 2 
faces only 140 years in prison if oe 
Victed, is a vice president for one of Ot 
two small oil companies ten 

pots. Sometime this summer, Meza, 
moved from Texas to New York beat oy 
he got a new job: he trades crude od x: 
Clarendon Lid. a Marc Rich & 
spin-off company.) - ; 

Rich and Green’s scheme oF 

+ have gone unnoticed forever if A 
eee Oil Sa: er su 
‘ormation, according to those 
with the investigation. ARCO deak bts 
quently with Marc Rich & Co, Ins 
tional during the second oil eroach eu 
1980. With a large part of its ¢ a 
requirements cut off by the [ran 
olution, ARCO tured to Mart “1 
International, which held huge supe eS 
of Nigerian crude oil under const ee 
ARCO got its oil, but it paid 

it. . 


F. 
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ARCO denies that it was the 
catalyst for the uncovering of 
the alleged design of deceit, but 
acknowledges it supplied infor- 
mation to the grand jury about 
its transactions with Marc Rich 
and that some of its employees 
testified after being subpoe- 
naed. So far, that’s the extent 
of ARCO’s involvement. 

Exxon Corp., Mobil Corp. 
and Shell Oil Co. also,supplied 
documents to the government, 
company spokesmen said, but 
Mobil’s records weren't subpoe- 
naed. 

The young team of attor- 
neys— Weinberg is 33 and Jane 
Parver, the chief of the major 
crimes unit, is in her mid-thir- 
ties—applied the no-nonsense 
“Racketeer Influenced and Cor- 
rupt Organization” statute, a 
law ,that has sent shivers 
through more than one accused. 
The dimensions of the alleged 
crimes are so enormous, so 
complex that the age De- 
partment required 56 pages to 
outline them. There are. 51 
counts. Mare Rich and Pincus 
Green-were charged . with all 
51: racketeering conspiracy, 
racketeering, tax evasion, mail 
fraud, wire-fraud and trading 
with the enemy. Meltzer was 
charged with 22 counts. The 
only thing he failed to do, ac- 
cording to the indictment, was 
trade with the enemy. The two 
companies, Mare Rich & Co. 
AG and Marc Rich & Co. Inter- 
national, were also indicted on 
41 counts of racketeering, rack- 
eteering conspiracy and mail 
and wire fraud. Marc Rich In- 
temational was also charged 
with two counts of tax evasion. 


Some. of the charges arise 
from smal} actions. For exam- 
ple, once a month, for four 
months in late 1980 and early 
1981, according to the indict- 
ment, Rich, Green and Meltzer 
used the U.S. Postal Service’s 
Express Mail to send false state- 
ments about their profits to the 
Department of Energy. That 
netted the defendants four 
counts of mail fraud. 

Other counts tell of more 

“sophisticated schemes. - When 
Rich and Green bought oil 
from Iran during the hostage 


crisis, they devised a secret.}. 


code, according to the indict- 
ments, and used it for “their 
communications. Coded telexes 
were kept in their New York 
Office, the government main- 
tai : 


The -heart .of the indict-- 
ments, however, alleges 2 com- 
plex scheme’ by which Marc 
Rich and Pincus Green earned 
$71 million in illegal profits 
from the U.S. operations of 
Marc Rich & Co. International 
Ltd. and later diverted the in-, 
come offshore to International’s 
Swiss parent, Marc Rich& Co. 
AG. The two men allegedly hid 
another $34 million from US.- 
tax authorities through sham 
crude oil transactions designed 
to register huge losses‘on Marc 
Rich International’s books. 

The indictment is remark- 
able in its breadth. Reading it, 
it’s understandable why the 

Continued on Next Page 
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es quickly 


Let's face it. No one is smarter than the market all of 
the time. Even that Wall Street “legend;' Bernard Baruch, 
went broke early in his career...and the greatest speculator 
ever, Jesse Livermore, made a $1 million or more four differ: 
ent times only to lose it all back every time.’ 

-But Livermore was truly brilliant and he learned enor- 
mously from his mistakes. Indeed, Livermore's own words 


of more than 60 years ago say it all: “A loss never bothers . 


me after I take it. I forget it overnight. But being wrong 
—not taking the loss—that is what does the damage to 
the pocketbook and to the soul: Of all speculative blund- 

. ers there are few greater than trying to average a losing 
game. Always sell what shows you a loss and keep what 
shows youa profit”?  , ‘| : 

YOUR INSURANCE 
I'm pretty proud of my own record. I got my subscyibers 
out of just about all stocks before the October Massacres 

- of 1978 and 1979, the huge selloff in February-March 1980 
and the big drop in the summer of 1981..,during which I 


ut let your profits ru 
Here's exactly how Zweig doesit: — 







- * 3 
Martin E. Zweig. Editor. 
The Zweig Forecast 


If my stock goes up, I raise the Stop to lock in profits. 
Themore the stock rises, the more I raise the Stop (though 
I might give the Stop a bit more distance than at first). 
In other words, I try to let my profits ride...but with the 
protection of the trailing Stop. Finally, when the market 
turns down, I'll be taken out with my Stop, sometimes 
with big profits. But I'll be back. in gear with the tape. 
By using Stops, I let the market tell me what to do. And 
I sleep a lot better at night knowing that my Stops will 
keep losses from getting out of hand and that the Stops 
will lock in nice gains on any stocks on which, fortunately, 
I may have big paper profits. | 

PHONE SERVICE-FOR STOPS 
You don't have to use my exact Stop points. But my Stops * 
should be useful guides for you if you're following my 
stock selections. Also, I don’t keep you hanging between 
issues of The Zweig Forecast in these days of wildly 
gyrating markets. I have a PHONE SERVICE which is 
included with your subscription. For no extra charge, you 


even showed profits on some short sales. And after each. . get our unlisted phone number (it changes every two 


of those market breaks I put subscribers back-into stocks, - 


making money every’ time. (Do not assume, however, 
that future'results will match past or be profitable.) 

But suppose I go wrong on the market? Or, at the least, 
let’s say out of the dozens of stocks I recommend, some 


of them head south. What then? When any one of my'* 


~ stocks buckles, you'll know exactly what to do...and more 
importantly, you'll keep the bulk of your bankroll intact. 
How? By following my suggested STOP points on every 
single recommendation I make. 

WHAT IS A STOP? - 

A Stop order can be placed directly with the specialist 
through your broker. It directs the specialist to sell your 
stock “tat the market” the moment it hits your Stop point 


«Or “trigger price:' Or, for OTC stocks (where there is no/ 


specialist) or on the Amex where ay rules are a bit differ- 
ent, you may want to use “mental” Stops. That is, when 
the price falls to’your trigger point, you have your broker 
sell-you out right away, . : 
__ , The purpose of a Stop is to stay consistent with Jesse 
- Livermore’ rules...to let your poe run bit to cut your 
losses short. If you buy a stock at say $20, you-won't be 
too badly hurt Stopping yourself out at’say $17 for a'15% 
loss. You'll still have the bulk of your capital left. But if 
you stay paralyzed while your stock drops to $10, 
* you've got big financial problems. Once your stock 1s cut 
in half, it takes a double just to get you even again. Do 
you know how hard it is to find stocks that double? Worse, 
if your $20 stock falls’to $5 (a 75% loss), You'll need a 
300% climb to break even. So, it's sheer folly to let losses 


- get out of hand. Remember: YOUR FIRST LOSS IS 


YOUR BEST LOSS!. 7 


. “ LOCKINGINPROFITS - P 
So, I always use STOPS in my advisory letter, THE 
ZWEIG FORECAST. After I pick a stock, I typically set 
Stops about 10% to 20% below the buy price. The éxact 
level depends on my own analysis of the stock's trading 
pattern and the experience I’ve gained from my more than 
20 years in the market. If the stock drops right away — 
which is about the worst thing that can’ happen—Pm 

. Stopped out with a moderate loss...but I've got most of my 
money left. That gives me the opportunity to find a better 
stock. That's right: A small loss, when realized, becomes 
an opportunity for profit elsewhere. It gives you the chance 

-totur aliability into an asset, instead of just sitting there, 

+ and praying that your old stock will come back. . 


. suggested Stop points by simply 


months) which hooks up to all of our 48 private phone 
lines. At least twice'a week, plus on any day when the 
market is “hectic; you'll hear a 2-3 minute recording 
which I make personally. I give you the latest update on 
my market indicators, pick new stocks, sell off older ones, 
and most importantly, chdnge Stop points on current hold- 
ings. So, as prices quickly Stange, you can update my 
ialing the phone: 

In sum, I try to do what's best for my valued subscrib- 
ers, even when I'm wrong. Remember, when you use Stops, 
you can cut your losses short and keep enough money to 
come back again. It's downright senseless to get, buried 
in a stock because you or your advisor gets stubborn when 
it falls. I keep a list in every issue of all recommendations 
‘hot yet sold out. The list includes the initial buy price, the 
percentage change since bought, my own computer rating 


‘ on the stock and above all, the suggested Stop point. And, 


‘of course, between issues my PHONE SERVICE keeps 
_ you abreast of all changes in Stops, your insurance. 


SPECIFIC RECOMMENDATIONS 
If my investment approach appeals to you, I hope you'll 
join with me to see how well we work together in actual* 
practice. For starters, I'll send pe acomplimentary bonus 
copy of the-very latest issue of The Zweig Forecast, show- 
ing every one of the more than 20 stocks I now recom: 
# mend and the exact Stop point I suggest for each. Plus 
the unlisted number of my private Phone Service. Just 
mail the coupon. » *. ‘ 
ITHE ZW 
747 THIRD AVENUE, NEW YORK, N.Y. 10017 
Please send me the bonus outlined above —plus the unlisted 
number for Dr. Zweig's 24-hour special telephone service— 
and enter my sabscnption to The Zweig Forecast as follows: 
© Special Three Month Trial for $50. me 
Q Six Months...$145. One Year...8245. | 
© Two Years...$415. (NY residents add sales tax.) 
- © Paymentenclosed. Charge to: © MasterCard 0 Visa 
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* Cont. from Preceding Page” 


government’s investigation took 
a year and a half. : 7 


The government says Marc * 
Rich International launched its 
scheme through a “daisy 
chain,” a benign-sounding label 
for a scam to circumvent feder- 
ral price controls on so-called 
“old” oil. Old oil sold cheap 
under the controls, but “strip- 
per” oil from wells that pro- 
duced less than 10 barrels a day 
wasn’t controlled. So the chain 
amounted to a series of resale 
deals designed to transform 
low-priced “old” oil into expen- 
sive “stripper” oil. Mare Rich 






International allegedly played 


~ one daisy chain by selling “old” 


oil to West Texas Marketing 
Corp., a domestic crude oil firm 
in Abilene, Texas, which prom- 
ised to sell it back to Mae Rich 
for a fraction of the market 
price. Cheap crude that Marc 
Rich International sent through 
the chain emerged, courtesy of 
West Texas, with labels falsely 
identifying it as high-priced, un- 
eontrolied crude. When Marc 
Rich International sold the mis- 
labeled oil at world -market 
Ptices, the government charges, 
It reaped huge profits. 


The same deal was cut with .. 


a Houston-based company, 


Fast quotes, Trade-Plus puts _ room.; So, you're in control. 


you in charge, linking your 


personal computer with the high- 


speed uckers of the stock and 
option exchanges. You can even 


get “Last Sale” pnces on any stock 


or option listed in The Wall 
Street Journal. Juss like a broker. 
But thar’s just the beginning 

of Trade*Plus services. 


Buy and sell through 
your computer 

Trade*Plus allows you to place 
buy and sell orders through your 
personal computer. With 
Trade*Plus you're connected 
directly with your broker's wire- 


Computer fast. No delaysin relay- 
ing your order to the exchange. 
Confirmation in minutes. All 
via your personal computer. 


A record of everything. 
Trade+Plus records every trade, 
automatically showing your gains . 
and losses in real or “paper” 
terms. You get 2 complete record ~ 
of your portfolio position. In 
seconds. Plus, continually updated 
tax records. Trade*Plus even 
allows you to transfer, store, and 
manipulate data on your 
computer, Simply, 


24-Hour convenience. 
‘Trade-Plus puts the market at 
your fingertips. Anytime. Any: 
where. All Trade*Plus services are 
available round-the-clock, so you 
can manage your investments 
and place orders when it’s con- 
venient for you...noe your broker. 


Easy to use. Trade-Plus is 
designed for investors.,..n0¢ 


Listo Petroleum, according to 
the indictment. To fuel the Listo 
daisy chain, Marc Rich bought 
{8 million barrels of Alaskan 
North Slope oil from Arco. 
Later, Rich and Green told 
Arco to switch the contract di- * 
rectly to Listo. a 
- So much money rolled-in - 
through the two schemes—$71 
million, according to the indict- 
ment—that Rich and Green 
soon faced a unique, if not to-- 
tally unpleasant, problem. The 
daisy-chain profits were earned 


in violation of federal Taw, first 


because the crude’s origins had 

been disguised and second, be- 
-cause crude resellers normally 
could add only 20 cents a barrel 
as their markup. Since Mark 


> 


computer experts. You'll be using 


offers you far more than simple 


Rich International would be 
forced to file a U.S, tax return 
on the illegal profits, Rich 
added a new wrinkle to nis deal 
with West Texas and Listo. The 
Texas companies would bill 
Marc Rich International at the 
higher world market price for 
the mislabled crude but agreed 
to kick back the difference be- 
tween the low, controlled price 
and the invoice price. As a re- 
sult, none of the profits ended 
up on Marc Rich International's 
books but accumulated instead 
in a “pot” the Texas companies 
maintained for it. More than 
$23 million in illegal profits 
went into the West Texas Mar- 
keting “pot” between October 
1980 and May 1981. Justice cal- 


—s 


- quote! services. Order entry. i 
Portfolio management. Auto- _ a 
matic tax record-keeping, And * 
more. All for less than the cost 
of most quote services alone, + 


Information fast. Call us 
toll free any weekday between 
8-00AM and 5:30PM (Pacific 

time): 


800/952-9900" 


You'll get complete information 


Trade-Plusinjustafew minutes, on the Trade-Plus quote and 

Even if you've never beforeused trading sfstem...the system that 

4 personal computer. puts Wall Street on your ‘ 
personal computer. 

Easy to afford. Trade-Plus ‘In “In Calon, calf ol re: 7 


-PUT WALL-STREET ON YOUR 
PERSONAL COMPUTER WITH 
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culates that another $47 million 


ended up in a separate pot that - 


Listo tended for Marc Rich In- 
ternational, 
To move funds from the 


“pots” to Mare Rich AG's for- ~ 


eign bank accounts, the traders 
allegedly engineered a series of 
sham crude oil transactions. As 
the government tells it, in these 
deals, Marc Rich. AG first 
would sell foreign crude oil to 
West Texas and Listo and later 
that same day the Texas compa- 
nies would supposedly resell it, 
at a $3-a-barrel loss, to. Marc 
Rich’s Panamanian subsidiar- 
ies, Rescor Inc. and Highams 
Consultants. Eighteen separate 
sham transactions, which even 
named the tankers carrying the 
same-day crude, were used to 
move a total of $71 million off- 
shore to Marc Rich AG in Swit- 
zerland. ‘ : 
. Separately, it. is charged, 
Mare Rich fabricated invoices 
to transfer another $31 million 
in profits from New York to 
Switzerland. The Swiss com- 
pany, Marc Rich AG, sold for- 
eign crude at deep discounts to 
-Charter Crude Oil Co.’s Baha- 
mian subsidiary ‘while Marc 
Rich International in the U.S. 
bought controlled domestic oil 
from Charter. The controlled 
barrels .went into the West 
Texas daisy chain and Marc 
Rich International again earned 
-tremendous profits. The govern- 
ment contends that, to send 
them offshore, Marc Rich or- 
dered his comptroller to draw 
up phony invoices that made it 
appear that Marc Rich AG ac- 
tually made the profit on the 
Charter deals. The invoices 
were later destroyed and re- 
placed by new ones, sent from 
Switzerland, that looked more 
authentic. 


All of the details behind — 


these alleged schemes won't 
emerge unti the trial: . 
But all of that is a long way 
off. The government's investiga- 
tion continues. Prosecutors al- 
Teady have in hand enough evi- 
dence to double the ante against 
Marc Rich by charging that he 
and his companies evaded an- 
other $48~ million in taxes 
through similar crude-oil scams. 
What other companies and in- 
dividuals their net will haul in 
remains to be seen. The trial 
may take months. Meltzer ap- 
parently is still in New York, 
but Rich and Green were last 
heard from in Zug, Switzerland, 
a small Swiss tax haven and the 
headquarters for Mare Rich & 
Co. AG. The arraignment is set 
for this Thursday in New York. 
If Rich finds sanctuary in 
Spain, the next question is 
whether Switzerland will extra- 
dite Green. Or will Green extri- 
cate himself from a‘ haven so 
foreign from the close-knit 
Brooklyn Jewish community in 
which he felt so much at home? 
Though both men have deep 
ties to New York, Pincus Green 
is less likely than his more ur- 
bane, Belgian-bom partner to 
relish the life ofan international 
fugitive from U.S. justice. 
Even if neither man returns, 
voluntarily or otherwise, to an- 
Continued on Page 34 
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Continued from Page 32 

swer the charges, the govern- 
ment is prepared to move to 
trial against their two compa- ~ 
nies, Marc. Rich International 
and Marc Rich AG. Both firms 
face racketeering counts that 
could force the seizure of their 
considerable U.S. assets. That 
includes 50% of 20th Century- _ 
Fox Film Corp., which Rich ob- 
tained in 1981 as the silent part- 
ner of Denver oil tycoon Mar- 
vin Davis. Court orders freezing 
“hundreds of millions of dol- 
lars” in Mare Rich. assets were 
obtained last week hours before 
the indictments were disclosed. 





* 


If the companies are convicted, 
the government could end up 
with more than enough cash to 
satisfy the multimillion-dollar 
tax bill Mare Rich and Pincus: 
Green left behind. And the two 
commodities traders: would 
surely see the destruction of the 
business empire that made them 
fantastically wealthy fugitives 
from their homes. 

Extradition is problematic at 
this point, if only because good- 
will between the U.S. and Swit- 
zerland has suffered lately in a 
tug-of-war over Marc Rich & 
Co.’s corporate records in Zug. 
The Swiss have balked at the 


U.S. government's style in re- 
questing them. To the Swiss, it 
comes down to manners. They 
would release the documents, 
but in effect, they want the U.S. 
government to say, “please.” 

> Having looked over the doc- 
uments in Zug, Swiss authori- 
ties “have concluded that there 
is a case of tax fraud,” accord- 
ing to Juerg-Leutert, legal atta- 
che to the Swiss Embassy in 
Washington. In any case, U.S. 
authorities don’t even have to 
prove tax fraud, to get the Swiss 
to release the documents, Leur 
tert insists. All they must do, he 
claims, is show probable cause 
under a request for “mutual as- 
sistance” and Switzerland - 


- Theone-button 


~*~ 


could have the” documents 
turned over to the U.S, “in three 
weeks.” 

Not good enough, the Jus-: 
tice Department argues. The 
documents that the Swiss would 
turn over would have the names 
of third parties blocked out and 
hence can't be admitted into 
court as evidence.. The Justice 
Department believes that a re- 
quest for documents without the 
names blocked out would thus 
delay the case for months, if not 
years. And furthermore, it adds, 
the Swiss’ reasons for protecting 
the documents are simply 
wrong. The Swiss think Marc 
Rich AG is a Swiss-based cor- 
poration that did no business in 









2 
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the U.S., and is therefore not 
subject to U.S. subpoenas. An 
American delegation flew to 
Bern, the Swiss capital, in early 
tember in an attempt to per- 
suade the Swiss that Mare Rich 
AG did, in fact, do business 
in the U.S., so there was no 
justification for protecting the 
documents. And last week, even 
the lawyers for Mare Rich AG 
withdrew affidavits from the 
court record which swore that 
Marc Rich AG never did busi- 
nessinthe U.S. | 
. “The issue of whether Mare 
Rich AG does business in the 
USS. is irrelevant to us,” count- 
ers Leutert. “The point is that a 
foreign nation cannot subpoena 
a Swiss éntity. Only Swiss au- 
thorities can do that.” But a 
larger problem for the Swiss 
looms here. The tax haven busi- 
ness is one of Switzerland’s 
largest industries. And there are 
dozens of countries ready, will- 
ing and able to offer a home to 
_. corporations if the fabled Swiss 
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getting information from Dow Jones 


What’ more, Scanset XL brings * 


News/Retrieval® as easy as using an you simultaneous voice and data com- 
autodialer, munications. That’ sophisticated 

And that’ no surprise, because “show and tell” for XL usersin different 
Scanset XL has a programmable 36- _ offices. Or different countries. Its 


number autodialer buile right in. 
Instead of the 30 or so keystrokes it 
can take to access the Dow, you press 
one button. Scanset XL does the rest. 
Once youre on-line, program: 
mable function keys speed you through 
to frequently accessed Dow infor- 
mation. Use it immediately, or transfer 


an extraordinary new way to exchange 
verbal and visual ideas when the 
facts, alone, don’t speak for themselves. 














try the case they laid out thus 
far without them. But if they 
had them, they could try the 


below, and well send you the whole —- 
story on speeding up your information. - 


access. 5 
lis all i much larger tax evasion scheme 

One call is all it takes. : more easily, as well as possibly 
1-(800) 228-2028 EXT. 61 discover more names and com- 


The extradition question is 
tricky. Arrest warrants have 
been issued for both men, but 
the Swiss will not extradite peo- 
ple unless the crimes they com- 
mitted in their own countries 
are crimes in Switzerland, and 
even then extradition isn’t auto- 
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matic. Tax-evasion, a case of 
not reporting income, is not a 
crime in Switzerland, so that’s 
‘out. Tax fraud, a case in which 
a person supplies false informa- 
tion to bolster false income tax 
retums, is a violation in Swit- 
zerland, but not an extraditable 
one. So that’s out. Under a 1900 
treaty, forgery is an extraditable 
offense, but not if the forgery 
was: done just to commit tax 
fraud. So that’s out. Or is it? 
Remember that Rich and 
Green’s. first alleged crime was 
trading oil at illegally high 
prices. In the process, they had 
to falsify transactions. They did 
this to escape detection by the 
Department of Energy; not the 
IRS. Under Swiss law, submit- 
ting false invoices for the pur- 
poses of hiding illegal profits 
counts as forgery and would be 
an extraditable offense, accord- 
ing to Leutert. So far,.the Swiss 
and the U.S. have not met to 
discuss extradition procedures. 
The unfolding international 
drama in the Mare Rich case 
will move to yet another locale 
if Mare Rich flees to Spain. The 
young prosecutors had better 
be prepared to follow. a 
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Subject : COOPERATION WITH THE MEDIA 








On 9/19/83, SAC THOMAS L. SHEER, Division II, participated 
in a press conference at the office of the US Attorney, SDNY, regarding 


the return of a 51 count indictment against MARC RICH. 


FBIHQ authorization granted. 
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(Mare Rich’s Road to Riches 





1A wily oil trader i is charged with America’s biggest tax fraud. 


ny a year ago, hardly anyone out- 


7 anid tb the name Marc Rich. Obsessively 


reclusive, Rich kept his billion-dollar 
business behind frosted glass, But now 


‘| Rich‘is on his way to becoming infamous 


as a white-collar fugitive. After 18 months 
of investigation, a grand jury in Manhat- 
tan last week accused Rich and some of 
his associates of evading at least $48 mil- 
lion. in U.S. income taxes. U.S. attorneys 
called the case “the largest tax-evasion 
| scheme ever prosecuted.” 

ee ‘Goverment investigators filed 51 
separate, criminal charges against Rich 
and his" ‘partner, - ‘Pincus (“Pinky”) Green, 
both 49, The men face long prison tértis if 
‘found guilty on all counts. But: the two 
may first. have to be extradited in ‘order to 
stand “trial. Rich and Green fled New 
York City about three months ago and 
are believed to be living near the Alpine 


} town of Zug, Switzerland, the headquar- 


ters of their commodities firm, Marc Rich 
&Co. AG, 

Justice Department attorneys say 
Rich and Green created a racket in which 
their company earned at least $71 million 
by selling crude oil at several times the 
Government-regulated price during 1980 
and ’81. "Then they allegedly shipped the 
money out of the U.S. to escape income 
taxes. The 1981! tax return for, 
their U.S. subsidiary, for exam-5 

ple, declares profits of only $2.4§ 
million, but the Government es- | 
timates its earnings were at least 
$50 million more. While sifting } 
through hundreds of thousands § 
of Rich’s business records, feder- 
al agents also uncovered evi- 
dence to accuse Rich and Green } 
of violating a presidential em- 
bargo by purchasing oil from the | 
Khomeini regime during the 
1980 hostage crisis. 

The formal charges of racketeering, 
conspiracy, tax evasion, mail fraud, wire 
fraud and trading with the enemy could 
earn Rich and Green prison sentences to- 
taling 325 years each, fines of more than 


$500,000 and confiscation of millions of | 


dollars in assets. One of Rich’s holdings is 
a co-ownership in 20th Century-Fox, 
which his company controls jointly with 
Denver Oilman Marvin Davis. 

Marc Rich is one of the shrewdest and 
most successful commodity traders in 
the world. Acquaintances estimate his 
personal fortune at up to $1 billion. After 


1 sleriing his own firm in 1974 with about 


$5 million in seed money,. Rich built a 
group of companies that last year traded 
some $10 billion worth of such com- 
modities as oil, gold, aluminum, sulfur 
and sugar. 

Rich, who is married and has three 
daughters, came to the U.S. as a child, 
fleeing Nazi persecution of Jews in Bel- 
gium. His father David worked in a Man- 
hattan burlap-bag factory to put Rich 
through the private Rhodes School, where 
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The trader In Zug, the Indictment 


he ‘earned a B-minus average 
and presided over the French 
club. An indifferent student at 
New York University, Rich quit 
to pursue commodities trading 
for the Philipp Bros. firm. 

Rich proved himself a prodi- 
gy at buying and selling grains 
and metals. One of his biggest 
market coups came during the Arab oil 
embargo of 1973-74, when he used his 
Middle Eastern contacts to circumvent 
the embargo and buy crude oil from Iran 
and Iraq. After purchasing the crude for 
roughly $12 per bbl, Rich doubled the 
price and.sold it to supply-starved U.S. oil 
companies. Successes like that inflated 
Rich’s already ample ego, and in 1974 he 
and Co-Worker Green set up their own 
company. 

While the two men are close business 
partners, they have widely differing 
styles. Rich, the more urbane, until re- 
cently maintained a Park Avenue apart- 





ment and a house on Long Island; while 
Green lived in a white stucco house in the 
Flatbush section of Brooklyn. 

Rich and Green built their company 
into a trading empire with an estimated 
1,000 employees in 40 offices around the 
world, and their market exploits contin- 
ued apace. In 1981, for example; Rich re- 
portedly helped the Malaysian national 
tin company mastermind a scheme to 
boost the price of the metal by buying up 
much of the world’s supply and stockpil- 
ing it. The ploy proved to bea roller coast- 
er, Initially it reaped huge profits for 
Rich, then it brought him'losses when the 
US. Government sold tin from its stock- 
piles and forced down the price. ; 

From the time Rich went on his own, 
commodity-trading insiders were suspi- 
cious. For one thing, he broke an industry 


taboo by wantonly raiding his former em- | 


ployer for dozens of traders. For another, 
he put his headquarters in discreet Swit- 
zerland while actually operating mainly 
out of his New York City subsidiary, Says 
one trader: “In the business, we felt there 
was some hanky-panky under way.” 


According to the indictment, crimes". 


indeed took place. In 1980 and ’81, Rich’s 
domestic company and two Texas firms, 
West Texas Marketing ‘of Abilene: ‘dnd 
Listo Petroleum of Houston, ‘carried 
out an oil-laundering and profit-hiding 
scheme. In the first step of the process, 
Rich allegedly went to domestic produc- 
ers and bought crude oil that had Govern- 
ment-controlled prices as low as $5 per 
bbl. Rich then supplied the oil to the Tex- 
as firms at the legal price. The Texas 
companies, according to federal officials, 
Jaundered the crude through a series of 
purchases so that it was difficult for 
Government regulators to trace the oil's 
origin. Then the Texans sold it back to 
Marc Rich’s New York subsidiary at:a 
‘profit as high as $20 per bbl. Marc Rich 
then sold the laundered crude to Ameri- 
can oil companies at the higher price. 
Finally, according to the indictment, a 
secret arrangement required the two 
Texas companies, after taking their cut, to 
return more than $70 million in illegal 
profits to Mare Rich’s headquarters in 
Switzerland. 

One of the most serious charges 
against Rich and Green in last week's 
indictment is that during the hostage cri- 


* 


sis in Iran they bought 6.2 million bbl: of 


crude worth $200 million from the Na- 
tional Iranian Oil Co. 

Apparently tipped off to the oil-shuf- . 
fling scheme by Texas traders, eal FBI, 
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began looking into Marc Rich’s dealings 
in late‘1981. As the case progressed, two 
key officials. emerged: Federal Judge 
Leonard Sand, an imposing, white-beard- 
ed figure who has repeatedly been out- 
raged at Rich’s mancuvers, and Assistant 
US. Attorney Morris Weinberg Jr., who 
leads a prosecuting team comprising 
agents of the FBI, Treasury Department, 
Internal Revenue Service and Customs 
Service. 

In April 1982; Rich refused to comply 
with a grand jury’s request for documents 
from:his headquarters, arguing that as a 
Swiss company, the firm was immune to 
the order. After more than a year of end- 
less motions and appeals, Judge Sand re- 
taliated in Jate June by ordering Rich to 
pay a $50,000-a-day contempt fine. Be- 
fore payments were suspended two weeks 
ago, Rich’s company had paid $3.8 mil- 
lion in fines. In an apparent ploy to escape 
further fines, Rich and Green in early Au- 
gust secretly sold their U.S: subsidiary to 
other officers in the firm and changed its 
name to Clarendon Ltd. 

When the sale became known, a furi- 
ous Judge Sand threatened to freeze $55 

‘} million worth of the company’s assets in 
the U.S: Rich then promised to deliver 
the contested documents. But only three 
days later, U.S. Customs officers, appar- 
ently acting on a tip from a mole inside 
‘the Marc Rich subsidiary, stopped-a 
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Swissair jet just, as it was taxiing to take 
off from New York’s John E Kennedy 
Airport for Zurich. Aboard the plane 
were two steamer trunks full of Rich’s 
documents. 

The Rich case has been complicated 
by an ongoing struggle between U.S. 
courts and Switzerland. Judge Sand has 
insisted that the courts had the right to 
Rich’s documents, but Swiss officials said 
that they were protected by that country’s 
famed business-secrecy laws. After the 
U.S. attempted to get the ‘Rich docu- 
ments, Swiss officials seized many papers 
at Rich’s headquarters in Zug to keep 
them from the Americans. Justice De- 
partment attorneys claim that the docu- 
ments contain “golden nuggets” that 
would enable them to prove twice as 
much tax evasion as is currently charged. 
The Swiss have yet to decide whether they 
will extradite Rich and Green, 
= Green, U.S. attorneys plan to pros- 

ecute Rich’s Swiss and U.S. compa- 
nies and one of Rich’s associates in the 
Listo scheme, Clyde Meltzer, 38, of New 
York City. Meltzer is expected to appear 
in court for arraignment this week. 

For the time being, Rich and Green 
apparently remain in the corporate- 
tax-haven canton of Zug. Rich’s company 
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stecl-and-glass structure, which has been 
nicknamed “the Dallas building” after 
the American TV show. Zug’s business 
community, which resents U.S, meddling, 
has shown some sympathy for Rich. 

U.S. commodities tradérs, on the oth- 
er hand, are less understanding. Some 
believe the Rich episode may arouse pop- 
ular support for more Government scruti- 
ny of their industry. Says Stefan Eliel, vice 
president of Associated Metals & Miner- 
als: “Most of the commodities merchants 
in the U.S. were traditionally looked upon 
as something close to shysters. Marc Rich 
has already been a serious ‘setback to 
us all, particularly as that image had 
improved.” omens 

Rich, though, has more things to con- 
sider than just his image. Hoping to return 
tothe U.S., he reportedly tried without suc- 
cess recently to plea bargain with federal 
officials for a prison term.of four to. five 
years in exchange for a halt to the probe. 
The Justice, Department turned: down the 
deal. Now USS. officials believe Rich may 
be preparing to‘abandon the U.S. forever. 
The:globetrotting trader, who once liv 
in Madrid, is believed to have sought Spa 
ish.citizenship. But Spain. might provide 
only ‘témporary, refuge. Eventually Rich 
may have to decide whether to face U.S. 
authorities or to. spend his life on 
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Marc Rich’s $48 I 


I t was an impressive array of federal legal 
talent. Seated on thedaisatthelawlibrary 
of the U.S. attorney's office in Manhattan 
last week was a team of federal prosecutors 
and FBI, Treasury and Customs Service 
agents, all of whom had struggled for 18 
months trying to get the goods on reclu- 
sive commodities trader Marc Rich. Now 
they were convinced that they had succeed- 
ed. U.S. Attorney Rudolph Giuliani an- 
nounced thata federal grand jury had indict- 
ed Rich, his partner, Pincus Green, and his 
trading firm, Marc Rich & Co., for evading 
$48 million in U.S. income taxes in 1980 and 
1981. Later, government lawyers said the 
cheating might eventually prove to be more 
than twice that amount. “It is the biggest 
tax-fraud caseever broughtin U.S. history,” 
said Giuliani. The defendants were also 














remains out of reach. His company has 
already been fined $3.8 million by an 
American judge for failing to produce all 
the subpoenaed papers the court wants, and 
the fines continue to be assessed at the rate 
of $50,000 a day. The Feds also say they will 
try the Rich company in any event and if 
they win they could seize Rich’s U.S. assets, 
including a 50 percent holding in Twentieth 
Century-Fox Film Corp., an investment 
that movie sources say is worth about 
$375 million. 

Daisy Chains’: Last week’s indictment 
charges that the defendants had parlayed 
one serious offense into another. It said they 
began by selling oil at higher prices than 
they were entitled to under federal controls 
and then escaped taxes on the profits by 


1979: United States charges a West German 
citizen with filing fraudulent U.S. tax returns from 
Switzerland. Swiss decline extradition, but four years 


later convict defendant of fraud and forgery. 


1981: 


United States court demands docu- 


ments regarding insider trading during Seagram's 
unsuccessful bid to buy St. Joe Minerals. Swiss 


reluctantly comply, but case is still pending. 3 


1982: United states asks Switzerland for infor- 
mation about Insider trading during Kuwalt’s take- 
over of Santa Fe International. Swiss authorities 
refuse, but United States resubmits request and 


awaits further response. 


1983: United states indicts Marc Rich for in- 
come-tax evasion, charging he transferred profits | 
eamed In the United States to Switzerland. Swiss 
block American efforts to obtain corporate records. 





Slow-motion justice: Marc Rich, the focus of latest U.S.-Swiss dispute 


charged with violating U.S. oil-price con- 
trols, which ended in 1981, and with buying 
Iranian oil during the hostagecrisis when all 
trade with Iran was banned. 

The Feds will need every bit of firepower 
in their arsenal to gain a total victory, how- 
ever. Rich and Green have already denied 
thecharges against them. And the two trad- 
ers, both American citizens, left the United 
States for Switzerland in June. If they don’t 
appear for arraignment this week, the Unit- 
ed States will begin extradition proceedings, 
but that process is likely to be a sticky one. 
The Swiss still do not extradite people 
charged with tax fraud, and the Americans 
and the Swiss—who had been working to 
resolve their many legal differences—are 
now at odds over U.S. efforts to subpoena 
the Rich documents still being held in 
Switzerland. 

But Marc Rich stands to lose even if he 
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shifting the money to the books of Marc 
Rich & Co. in Zug, Switzerland. The oil 
scheme was said to have been pulled off 
through “daisy chains” of sham sales 
among Rich and several oil dealers; during 
the process, certificates covering the oil 
were allegedly altered to show, falsely, that 
the oil could be sold at high free-market 
prices rather than low controlled prices. 
The indictment said that part of the illegal 
transfer of money overseas was accom- 
plished through the generation of more 
than $33 million in fraudulent tax reduc- 
tions by fabricating invoices between Rich 
and its.-since sold American subsidiary, 
Marc Rich & Co. International, making it 
appear that the U.S. firm was losing money. 

The Rich investigation had been a plod- 
ding one until early August when federal 
Judge Leonard B. Sand began cracking his 
whip. He ordered the daily fines to begin 


and he approved restraining orders that 
prevented the transfer of Rich assets and the 
payment of $55 million in bills owed the 
company by others. Rich finally agreed to 
turn over the subpoenaed documents—but 
days later federal agents confiscated two 
steamer trunks full of the papers from a jet 
headed for Zurich. Rich lawyers said the 
documents were being sent to Switzerland 
for a review before being given to the court. 
Thenext week, the Swiss government seized 
other subpoenaed documents from Rich's 
Zug offices, saying their submission would 
violate Swiss corporate:secrecy laws. 

Giuliani said these records are the “‘gold- 
en nuggets” that would prove that the 
defendants evaded a total of about $100 
million in taxes. His chief of criminal 
investigations, Lawrence Pedowitz, said 
that the Swiss could safely turn ‘over 
the additional papers because the United 
States already knew what was in them— 
through documents already seized. Swiss 
legal attaché Juerg Leutert refused to buy 
that argument. “It is up to Swiss authorities 
to determine whether Swiss law is violated 
or not,” he said. Still, the Swiss said the 
documents could be turned over in three 
weeks if the United States would only ask 
for them formally under the provisions of a 
U.S.-Swiss mutual-assistance treaty. But 
the Americans refused, saying that their 
request could be held up legally fora year or 
two by third parties named in the papers. 

Secrecy: To critics, it seemed like a famil- 
iar story of Swiss secrecy laws standing in 
the way of justice. “I’ve been involved in a 
lot of different cases in which the Swiss 
government has concealed records of drug 
dealers and income-tax evaders and swin- 
dlers,” said Giuliani. Many experts agree 
with Giuliani, pointing out that the Swiss 
have drawn funds into their country by 
assuring depositors that their records will 
be kept secret. But U.S. officials admitted 
Switzerland has been far more cooperative 
in recent years. Since a new treaty was 
signed in 1977, the United States has asked 
for records needed in cases 250 times and 
has been turned down only twice. And last 
year the Swiss agreed for the first time to 
provide the Securities and Exchange Com- 
mission with information in insider-trad- 
ing cases. “This change in attitude is 
not cosmetic,”’ says Cass Weiland, chief 
counsel of the investigations unit of 
the Senate Government Affairs Commit- 
tee. “The days of ironclad Swiss secrecy 
ure clearly past.” 

The Americans now have hopes of com- 
pleting a new extradition treaty with the 
Swiss covering tax-fraud cases. But their 
chances of extraditing Rich and Green rest 
on their ability to prove some other kind 
of fraud. A possibility: the alleged daisy 
chains of fake oil transactions. How the 
Swiss respond to this particular effort may 
be a clue to just how far they will go to 
remove the old barriers. ; 


DAVID PAULY with CONNIE LESLIE in New York 
and CHRISTOPHER MA in Washington 
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HEADNOTES te: »p20 sine there 
ived and worked in 
BVO EABAB SIDER New York and Switzer- 
land a commodities trader named Marc Rich. Begin- 
ning in 1974, when he left the Philipp Brothers 
trading company to build what became a multi- 
billion-dollar commodities déalership bearing his ~ 
name, Rich became known far and wide for his 
talent at making money. But when the tax man be- 
gan inquiring after Rich’s money, it soon became 
clear that he had another rare talent: making very 
i good lawyers look very bad.» 

Rich, it came to pass, was a kind of Jim Jones of 
the big-money bar. Something. about the shrewd, 
secretive 49-year-old oil and metals broker mesmer- . 
ized the likes of former federal district court judge : ° 
Marvin Frankel, the New York lawyer who is best Inside The West Empire 
known from his bench days for his eloquent lecture 
on over-advocacy to a lawyer who had withheld 
subpoenaed documents in the Kodak antitrust trial. 
Under Rich’s spell, Frankel and other paragons of - 
the bar seemed willing to do, and argue for, all kinds 
of ridiculous things in order to protect Rich from a David Schulte, Workout Ace 
subpoena issued by a federal grand jury investigat- How a lawyer-tumed-investment-banker runs Salomon's corporate emergency room. 
ing an alleged tax-evasion scheme involving, tyans- 


fers of ol ading profits from the Rich swidery | Wr TS Hell, It’s-Also A Good Defense.___P100 


land.  WRIIDA . . ’ 
In Rich's cause, the lawyers made representations Why-12 jurors swallowed their doubts and bought the Vietnam stress defense. 


in court about the American subsidiary’s willingness < 

and ability to pay contempt-of-court fines——13 days 

after all of the American assets of the subsidiary had Stealing The Show In Dallas 
secretly been sold to the non-American principals of Tom Luce has taken Hughes & Hill from 4 to 80 lawyers in a decade. Now he's 
the same company. And, in (continued on page 105) working on a merger that could make his Dallas upstart the biggest firm in the state. 
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West Publishing has spent the last century quietly making itself indispensable and its - 
obscure owner-managers extremely rich. Can they keep it up? 
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(continued from page 1) his cause, again 
in court, they then called the sale-—a 40- 
line, two-page agreement involving 
more than g billion dollars” worth of as- 
seis uanstened, essentially, to the same 
parues under a different name—a totally 
arms-Jength transaction, 

{  InRich’s cause, the lawyers misrepre- 
! sented the nature of the Mare Rich com- 
panies* operations and control, develop- 
ing a senes of vaudeville-like routines 
for explaining who ran what that were so 
inconsistent and so dependent on the ar- 
gument needed for a particular brief or 
court colloquy that at times the lawyers 
themselves had trouble keeping straight 
faces. 

In Rich's cause, the lawyers invoked 
the state terror campaigns in Bulgaria 
and Guatemala as examples of what was 
likely to happen in America if the gov- 
emment's case against Rich went un- 
checked. 

In Rich"s cause, the lawyers devel- 
oped a wonderful new concept: “*volun- 
tary" payment of contempt-of-court 


fines. In his ca months after the 
subpoenas en issued, they secret 
tried to send a oe sf ‘9 Switzer- 


an aMert 
poenaed documents—and then claimed 
thatt ie ete en Bae to facilitate ine 
speedy delivery of the papers to the 
grand jury in New York 

And, in Rich's cause, two Swiss law: 
yers proved that Rich's knack for mak- 
ing lawyers look like puppets is as inter- 
national as his trading empire. One 
brought a suit on behalf of Rich person- 
ally against Rich's own company, a suit 
that this lawyer now says was without 
merit and that he hoped to lose. The sec- 


ond Swiss lawyer, counterclaiming on 
behalf of the Rich company but against 
its board of directors, of which this law- 
ad is a member, ended up suing him- 
self. 


In early 1982, prosecutors in the Unit- 
ed States Attomey’s office of the South- 
em District of New York, working on an 
informant’s tip, began investigating al- 
leged tax evasion by Mare Rich + Co. 
Intemational Ltd., the New York sub- 
sidiary of Swiss-based Mare Rich + 
Co., AG. According to documents on 
file in the resulting subpoena litigation, 
the prosecutors believe, as one govern- 
ment affidavit puts it, that ‘*Intemation- 
al diverted during 1980 a minimum of 
$20 million of its taxable income to 
AG” in order to avoid American corpo- 
rate income taxes. _ Intemational 
achieved the alleged tax evasion, pros- 
ecutors have claimed, by making a se- 
ries of crude-oil deals with AG that were 
designed to make money for AG at inter- 
national’s expense. 

Soon after the investigation began, 
Mare Rich and his principal deputy in 
the company, Pincus Green, both of 
whom are New Yorkers (and American 
citizens), retained Edward Bennett Wil- 
liams to represent them personally, 
Mare Rich International, the American 
subsidiary. also retained Williams and 
his firm, Washington's Williams & 
Connolly, Also involved was Robert 
Thomojan and his small, highly regard- 
ed midtown New York firm, Milgrim 
Thomojan Jacobs & Lee, which counts 
International among its key clients. As 
for Mare Rich AG, the Swiss parent 
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tumed to its regular New York counsel, 
Proskauer Rose Goetz & Mendelsohn, 
where then-partner Marvin Frankel took 
the lead. 

In the spring of 1982 the subpoenas 
came, demanding all documents relating 
to 1980 and 1981 ‘crude-oil transactions 
between International and AG. The first 
was served on Intemational in March. 
According to a Swiss source involved in 
the Mare Rich defense, when the law- 
yers told Rich that sooner or later Inter- 
national would have to comply, he de- 
manded that he or two of his top execu- 
tives review the key documents first. As 
a result, although this subpoena was 
never formally resisted, as of this past 
August (17 months after its issuance), 
tens of thousands of documents called 
for under the subpoena had not been pro- 
duced. ~ 

A second subpoena, served in Apnl 
1982 and seeking Mare Rich AG’s rec- 
ords, was contested from the start. Ac- 
cording to three sources in positions to 
know, Frankel assured Rich and AG 
secretary Josef Guggenheim that AG 
could resist because it was a Swiss cor- 
poration. Therefore, as long as it could 
be established that International, the 
American subsidiary, was independent 
of AG and made decisions on its own 
according to its best interests rather than 
AG's, then AG would not be considered 
to be doing business in the United States 
and, thus, would not be subject to in 
personam jurisdiction. (It was a line of 
argument that Williams, representing 
the individuals and Jooking ahead to 

ssible defenses to an indictment, read- 
ily appreciated; for if International's in- 
dependence could be established, then 
its alleged collusion with AG in a 
scheme to shift profits overseas would, 
almost by definition, be disproved.) 

“The judge [Frankel] told us we'd 
have little problem getting rid of the sub- 
poena.”* says one Marc Rich official. 


**He had a way of talking that just made- 


you sure he was right."* 

Rich told Frankel and the Proskauer 
firm to fight the AG subpoena all out. 
What he didn’t tell them was that he and 
other Rich company executives were go- 
ing to give Frankel and his team infor- 
mation about the relationship between 
the two companies that was inaccurate 
and utterly inconsistent with what the 
prosecutors would find in the Interna- 
tional documents they would soon gain 
through their subpoena of Intemational. 
Moreover, what Rich apparently told 
none of the lawyers is that in anticipation 
of Frankel’s victory in resisting the AG 
subpoena, Rich had directed company 
employees to shift cartons upon cartons 
of documents that seemingly belonged 
to Intemational into AG's custody. And 
on top of that, he had demanded that 
documents in Intemational’s custody be 
transported to Switzerland, apparently 
with the thought that Swiss secrecy laws 
goveming disclosure of financial docu- 
ments might protect these documents (as 
well as AG's) if all else failed. 

There was one problem with Fran- 
kel’s resistance to the subpoena on the 
basis of Intemational’s independence 
from AG: the facts. For starters, AG and 
Intemational had exactly the same share- 
holders and board of directors. Nonethe- 
less, based on information he got from 
Rich, chairman of both companies; from 
AG chief executive officer Alexander 
Hackel: and from Peter Ryan, Interna- 
tional’s chief financial officer, as well as 
on long affidavits from Hackel and 
Ryan, Frankel argued before federal dis- 
unct judge Leonard Sand that AG's deal- 
ings with Intemational were infrequent 
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MARVIN FRANKEL 


BY WITHHOLDING ESSENTIAL 
INFORMATION, RICH SET 
FRANKEL UP FOR AN EMBAR- 
RASSING COURT APPEARANCE. 
FRANKEL RESPONDED BY 
SHYING AWAY FROM HIS 
CLIENT AND THE CASE. 





and insignificant and that the two were 
wholly separate entities. 

For Mortis Weinberg, Jr., the 33- 
year-old assistant U.S. attomey running 
the Rich case, Frankel’s argument was 
easy game. In oral argument before 
Judge Sand on July 6, 1982, he demol- 
ished Frankel’s two-entity scenario with 
information he had already received in 
discovery from Intemational itself. 

For example, Weinberg noted that in 
1980 AG had sold Intemational $345 
million worth of oil and that Intemation- 
al had lost more than $110 million on 
those purchases. **I think it is signifi- 
cant,"" Weinberg said, ‘‘regardless of 
what Mr. Frankel says, that those facts 
were not disclosed in the affidavits of 
Mr. Hackel and Mr. Ryan. . . . Mare 
Rich was well aware what records the 
government had in this investigation," 
Weinberg continued, **and yet there was 
an effort to completely ignore 1980, 
which is one of the two years that was 
sought in the original grand jury subpoe- 
na."” 


Lawyers associated with Frankel at 
Proskauer say he was surprised at Wein~ 
berg’s information. Accordingly, his an- 
swer in court that day was a nonanswer, 
“When you reach back two years or 
more as the govemment has done,”* 


Frankel said, “* without meeting our fac- 
tual showing, I say that the legal position 
remains the same and I say, whether I 
am right or wrong, there has never been 
the kind of trivial and stupid effort to 
mislead the court that Mr. Weinberg in- 
sists on undertaking to detect. 

**I listened with . . . bemusement to 
Mr, Weinberg’s charges of deceit. . . 
which he then explains were revealed 
. « . by the papers that International pro- 
duced to the government,"” Frankel not- 
ed, “‘and { just leave it to the court 
whether sophisticated people who are in- 
deed related would be engaging in... 
an effort to deceive the court knowing 
that the adversary . . . was in possession 
of papers . . « that disclose a misrepre- 
sentation." 

In fact, the answer to that was one that 
would plague Frankel and the other Rich 
lawyers in the months to come. No, 
Frankel hadn’t deliberately deceived 
anyone. He'd been set up by his client. 
By adamantly insisting that the various 
lawyers’ functions be kept strictly sepa- 
rate. Rich had enabled Frankel to pro- 
ceed with his motion to quash without 
knowing anything about the contradic- 
tory evidence that was being discovered 
from Intemational. 

Not that Frankel’s advocacy, even at 
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this stage, was totally ingenuous. He 
was happy to rely on the affidavit of a 
Swiss lawyer attesting to the fact that a 
section of the penal code expressly for- 
bids AG from complying with the sub- 
poena, despite the fact that this affidavit 
did not refer, even by way of distin- 
guishing it, to another section of the pe- 
nal code that seemingly allows compli- 
ance, And at one point in oral argument, 
blithely invoking his prestige as a former 
judge, he asserted that the government's 
use of an ex parte affidavit (describing 
an informant’s information about the 
two companies’ intermingled oper- 
ations) to defeat the motion to quash the 
subpoena “twas a very extraordinary 
kind of step to take, one that I, at least, 
have never seen.”* He apparently did not 
expect Judge Sand to respond as he 
did—-that such ex parte affidavits, in- 
tended to protect the integrity of ongoing 
investigations, are “*quite common,” 
which is in fact the case. 

On August 25, 1982, Sand denied 
Frankel’s motion to quash. According to 
Rich officials, Frankel quickly advised 
his clients that they had a good chance to 
win an appeal, advice which even the 
lawyers at the U.S. Attomey’s office 
agree was not unwarranted, given that 
the combination of issues and facts in- 
volved made the case unique and that 
Sand’s opinion had seemed to apply to a 
New York State long-arm statute when 
federal law was clearly relevant. 

Frankel appealed to the Second Cir- 
cuit and got Sand to stay the subpoena 
pending the outcome. In his appeal he 
explicitly waived as an issue the sup- 
posed prohibition under Swiss law of 
compliance with the American subpoe- 
na, On the Rich side, all the American 
lawyers considered the Swiss statute— 
which dealt with disclosures that could 
be termed ‘economic espionage’’=—the 
kind of throw-in argument that was a 
sure loser, certainly not worthy of the 
Second Circuit’s consideration, But 
what they probably didn’t know was that 
Rich and his Swiss lawyers had decided 
to forego an appeal on the issue so they 
could revive it later. ‘Some of the AG ¢ 
people kept talking about it, but, oddly, 
they told us we need not appeal it,”* says 
one lawyer involved in the Rich case. 
“*Later, of course, we saw why.” 


Jt took the Second. Cigcuit until May 
4, 1983, to uphold Sand’s decision, but 


its ruling was unanimous. (The three- 
judge panel, however, ditched Sand’s 
fong-arm statute in favor of a more logi- 
cal approach rooted in federal procedur- 
al law; even the government had conced- 
ed in its appeal brief that Sand's ap- 
proach had been wrong.) 

Frankel quickly applied to the Su- 
reme Court for certiorari, again getting 
and to stay the subpoena. But on June 

27, 1983. the Supreme 

without “dissent. Thus, as the govern- 
ment would Tater point out, “by June 27, 
1983, AG had avoided compliance with 
the instant grand jury subpoena for more 
than a year without incurring any sanc- 
tions, and had litigated the subpoena’s 
validity through every level of the feder- 
al judiciary without persuading a single 
judge of the merits of its arguments." 


The battle was hardly over. 

By this time Frankel had quit Pros- 
kauer in favor of a more senior partner- 
ship, including his name on the door, at 
the smaller midtown firm of Kramer. 
Levin, Nessen, Kamin & Frankel. Al- 
though publicly Frankel’s departure 
from Proskauer had been amicable 
enough, such divorces are rarely con- 


NEAL SOENZVTHE NEW YORK TIMES 




















summated without some hard feeling 
and tension, and this one was no excep: 
tion. One of the subjects of intense dis- 
cussion between Frankel and his former 
partners reportedly had to do with what 
would happen with the Rich case. Mare 
Rich AG was an important Proskauer 
client, and the firm wanted to keep it that 
way, It was decided, therefore. that 
Frankel would continue to be lead man 
on the case but that the associates who 
had worked on it at Proskauer—chiefly 
John Ritchie, a'1979 graduate of Brook- 
lyn Law School-—would continue to 
staff it for him. 

On the aftemoon of June 27, the day 
that the Supreme Court denied cert, Rit- 
chie, not Frankel, appeared in Sand's 
robing room seeking a show-cause order 
aimed at again staying the government's 
subpoena. His purported grounds for the 
motion were.to say the least, a surprise 
to the judge and to prosecutor Weinberg. 
On May 9, Ritchie explained in an atk - 
davit, Swiss lawyer Bruno Becchio, rep- 
resenting the individuals Mare Rich and 
Pincus Green, had gone into court in 
Zug, Switzerland, and sued Mare Rich 
AG to get AG to comply with the sub- 
poena. Then, on May 0. another law- 
yer, Rudolf Mosimann, who purported- 
ly represented AG, had counterclaimed 
and demanded the Swiss equivalent of 
an injunction forbidding everyone on the 
AG board, including Mosimann him- 
self, from complying with the American 
subpoena because, Mosimann main- 
tained, the Swiss ‘economic espio- 
nage”* statute forbade the disclosure of 
information of the type sought by the 
subpoena. The Swiss court. Ritchie ex- 
plained, had granted the injunction 
asked for in the counterclaim, In fact, 
Becchio, the lawyer representing Rich 
and Green, had not even replied to Mosi- 
,Mann’s counterclaim. 

In other words, Mare Rich, having 
vehemently opposed the subpoena. had 
now sued the company he controlled to 
get it to comply, precipitating a counter- 
claim from the company that went unan- 
swered and resulted in a court order not 
to comply. 

**This is in essence a suit by AG seek- 
ing an injunction against itself,"* an exe 
asperated Weinberg charged at the rob- 
ing-room session. “It is really a con- 
temptuous act. This is an issue that was 
litigated almost a year ago in front of 
Your Honor, that is the {Swiss} penal- 
Statute issue... , That issue was not 
preserved on appeal. It was waived, 
x» ~ All they're attempting to do is fur- 
ther delay and litigate an issue that has 
already been litigated. It amounts to 
nothing more than pure contempt. ... 
If this isn't a contrived and concocted 
iece Of litigation, f don’t know what 


is. . 
The judge asked Ritchie about Wein- 
berg’s point that AG wasn't bound by 
the injunction because, as the moving 
party, it could easily ask the Swiss court 
to withdraw it. Ritchie replied, “I can- 
not speak for sure on Swiss law." Asked 
how fong it would be before the Swiss 
courts followed up this preliminary in- 
junction with a final decision, he also 
pleaded ignorance. And, asked why the 
Swiss government had not intervened in 
the case if its interests were at stake. 
Ritchie could only say that he efpected it 
might do so soon. Sand nonetheless 
agreed to sign Ritchie's order to show 
cause, delaying the enforcement of the 
+ subpoena against AG—but only until a 
hearing he set for 2.00 P.M. the next day, 
June 28. 
Why hadn’t Frankel told the district 
court or the Supreme Court (where the 
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cert petition had been pending) of this 
six-week-old Swiss htigation? And why 
hadn't he shown up for the hearing in 
Sand's robing room on June 27? 

Frankel declines all comment on the 
AG litigation, except to explain that he 
was in Albany trying a case on June 27 
and 28 and to note, cryptically, “*that f 
always thought Judge Sand was right 
about the inapplicability of the Swiss 
statute.”" But lawyers close to him report 
that he did not know about the May 9 
and 10 action in Swiss court until after it 
had been undertaken, a point that Mosi- 
mann, AG's key Swiss lawyer (and the 
man who sued himself), says ‘is prob- 
ably true. Why tell him?’" 


Friends of Frankel’s who have talked 
to him about his case say that although 
he had been told about the Swiss suit by 
about the beginning of June, he was up- 
set-at not having been told about it be- 
forehand and was sensitive to its flimsy 
appearance. Having been bumed by bad 
publicity surrounding his avid represen- 
tation of Michele Sindona when Sindona 
feigned a kidnapping, Frankel now 
seemed inclined to shy away from Richa 
bit, one friend asserts. On the other 
hand, according to two Proskauer law- 
yers involved in Mare Rich matters, 
Frankel also wanted to hold onto this 
client; thus, he did not want a Proskauer 
partner getting involved in the case. 







Proskauer |itigation head Jacob Imber- 
man, acting as a spokesman for the firm, 
says he will not comment on the Mare 
Rich case—including the question of 
why the 72-partner firm left so much of 
the matter in the hands of an associate— 
except to note that Ritchie is considered 
to be extremely mature and capable. 
Whatever the reason, Frankel and the 
Proskauer firm let Ritchie prepare the 
show-cause order for submission if and 
when the Supreme Court denied cert, 
and Frankel decided to stay in Albany 


rather than seek an adjournment or get 
substitute counsel for the administrative 


hearing he was involved in there. 


Thus, on June 28, while Frankel re- 
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mained in Albany, it was again Ritchie 
who appeared, with first-year Proskauer 
associate Susan Brooks, to argue this ex- 
traordinary motion before Judge Sand. 
Ritchie brought with him an affidavit 
stating that he'd been advised by Swiss 
counsel that the Swiss court's final deci- 
sion would not come until September— 
after its summer vacation. Asked how 
long the appeal process might take after 
that, Ritchie said he had no idea. As for 
whether AG could dissolve the injunc- 
tion on its own, Ritchie, whose firm has 
200 lawyers and a London branch of- 
fice, said he still didn’t know the answer 
to that one. 

Weinberg insisted that AG could get 
the injunction it had sought dissolved. 
“*In other words,"* Weinberg reiterated, 
**the company has filed a lawsuit against 
itself . . . seeking to enjoin itself fromm 
complying with the judge’s or- 
der. . » « It sounds like Abbott and Cos- 
tello,”” he continued, **but I can't ex- 
plain it any better, If you look at the 
papers, what has happened is even more 
ludicrous than that." 

Just as Sand was announcing a ruling 
in Weinberg’s favor, the Swiss govern- 
ment arrived—in the person of Amold & 
Porter partner Joseph Guttentag and 
Juerg Leutert, the legal adviser to the 
Swiss embassy in Washington. Gutten- 
tag and Leutert, noting that they had just 
been informed of the case the week be- 
fore, asked the judge to delay his deci- 
sion two weeks so they could **look into 
the case** to see if it was necessary and 
possible to work out some kind of a set- 
tlement of the issue with American dip- 
lomatic authorities. 

Sand asked each if they knew whether 
AG could obviate the supposed conflict 
of laws by getting the injunction with- 
drawn. Both Guttentag and the embassy 
lawyer said they were not familiar with 
what this reporter later found to be a 
simple procedural point of Swiss law. 

Expressing skepticism at their vague 
plea tor a delay, Sand riled against AG 
and ordered that the $50,000-per-day 
fine he had set for noncompliance begin 
at the end of the next day if the subpoc- 
naed documents were not delivered. 


In fact, not even Weinberg knew fully 


how ludicrous the Swiss suit was. Klaus 
Weber, the Swiss cantonal court judge 
who issued the injunction, says he was 
“*embarrassed by it. Here were people 
suing themselves. But in a motion like 
this you would have to go ahead until the 
other side contests it. . . . Of course it 
can be lifted,’” he adds. ** You just ask."* 
Or, as Weinberg found in preparing a 
defense of Frankel’s subsequent appeal 
of Sand’s final order, the moving side 
can simply not pay the court costs as- 
sessed in the order; if it doesn’t pay on 
time, the order automatically lapses. 
Bruno Becchio, the Zug lawyer re- 
tained by Rich and Green to sue their 
company, says, **E thought I should lose 
and hoped that I would. This was done 
so that the Swiss statute {purportedly 
hibiting compliance} would be en- 
‘orced. I think that is a very important 
law, even if you Americans don’t,” 
adds the lawyer who filed papers seck- 
ing to have the law set aside. And Bec- 
chio’s ‘‘opponent’’ in the case, Mosi- 
mann, notes that he could, indeed, have 
gotten the order lifted had he wanted to. 
After Sand issued his June 29 order 
holding AG in contempt, Frankel, now 
back from Albany and seemingly re- 
charged for battle, filed another notice 
of appeal to the Second Circuit, this time 
based on the Swiss injunction. Mean- 
time the $50,000-a-day contempt fine 
began to toll, but AG didn’t pay. Ac- 
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ATTEMPT TO SE 
DOCUMENTS TO AG’S SWIS$ HEAD 


cording to court papers, on July 6 Wein- 
berg cailed Frankel and asked if AG was 
going to pay the fine. Frankel replied, 
**We won't be able to tell you until Mon- 
day.** On Monday, July 11, Ritchie was 
given the task of calling Weinberg to tell 
him that **AG does not intend to pay the 
fines voluntarily,”* 

On July 13 Weinberg moved for a 
separate order directing AG to pay the 
$750,000 in fines already due. Although 
he had not sought a stay pending his new 
appeal, Frankel now argued that Sand 
lacked jurisdiction to levy the fine until 
this appeal was decided. He also argued 
that the government's push to have the 
fines paid immediately was contentious 
and unnecessary, saying, ‘‘the proposed 
urgency of having a judgment come in 
athwart this court’s order is not visible to 
me at all.’* On July 15 Sand responded, 
directing payment of $1 million by July 
18 and $200,000 and $150,000 each Fri- 
day and Monday thereafter. 

But a week later, ata hastily convened 
hearing on July 22, Weinberg was back 


in court with what he called a *‘star- ° 


tling™’ discovery: On June 30, the day 
after Sand’s contempt order had taken 
effect and 13 days prior to Frankel’s pro- 
testation that there was no urgency in 
enforcing the contempt judgment,~AG, 
had sold Intemational—its sole U.S. as- 


Sel—to a group of 18"Own Européan 
sharshold So- Wee NOW CHIN 

emselves Clarendon, Ltd. **As we un- 
derstand it,’* Weinberg excitedly told 


Sand, **not only has this only [AG] asset 
in the United States been liquidated 


but... «the purpose of the liquidation 

. « «was to avoid the confiscation of 
assets_to_ satis, contempt judg: 
oment., ~. Marc Rich an iNCUS 


Green, who for the last number of years 
have been based in New York and have 


é 
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been running... the operations of 
Marc Rich International, are not em- 
ployees of this new company,"* ‘Wein- 
berg noted. “*(T]hey are in Switzerland 
and are running Marc Rich AG. 

**Now, we believe,’” Weinberg con- 
tinued, **that there has been in addition 
to this Swiss litigation, [which] on its 
face was utterly contrived and concoc- 
ted . . . a much more egregious decep- 
tion... on this court {and} on the 
Court of Appeals, because no disclosure 
(of this sale} has been made to them even 
though the appellants have recently filed 
their briefs... .”” 

Predictably perhaps, Ritchie, not 
Frankel (who had just left for a five- 
week vacation in Italy), was in court to 
respond. He glumly told Sand that he, 
too, hadn’t known of the sale until the 
day before—three weeks after it had oc- 
curred, (Frankel, without being specific, 
says, **Anything I knew in this case after 
I left Proskauer was limited to what 
Proskauer’s lawyers were told.”*) 

Sand responded that ‘in light of the 
fact that the principals of these entities 
have chosen not to reveal to their coun- 
sel in this proceeding the very signifi- 
cant facts and developments,”" he would 
sign Weinberg’s proposed order serving 
restraining notices on various banks do- 
ing business with any Rich-related entity 
(including the new one, Clarendon) pre- 
venting any further liquidation of assets 
by any of these entities by requiring each 
bank to preserve for the government’s 
possible confiscation millions of dollars 
of any monies owed to any Rich entity. 

In fact, no American lawyer had 
known about the sale of International to 
Clarendon; the deal was consummated 
on two typewritten pages for 50 million 
Swiss francs and an undetermined bal- 
ance to be paid to AG five years later. 


RICHARD SANDLEA/THE NEW YORK TIMES 
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But there would be lots of lawyers— 
from Williams & Connolly to Claren- 
don’s new “‘separate’’ counsel, a team 
from New York’s Curtis, Mallet-Pre- 
vost, Colt & Mosle-who would soon 
be ready and willing to call it a bona fide 
sale to a separate entity. 

i Sand’s restraining notice against the 
a American banks that do business with 
bE: International/Clarendon was the first 
; teal blood Weinberg drew. It quickly 
4 took its toll. Rich and his cohorts might 
yy have engineered the Clarendon ‘‘sale”* 
to free the lucrative Mare Rich Ameri- 
can operation from the legal cloud 
placed over it by AG's defiance of the 
subpoena, but their gambit had triggered 
a reaction that had just the opposite ef- 
fect. Commodities trading works on 
lines of credit and the fast, free flow of 
d funds. Now, thanks to Sand’s orders, all 
q of that had been gummed up. Some 
: banks even refused to dip into their Mare 
Rich International—now Clarendon— 
accounts at all. 

On July 28, AG—now. represented by 
juntor Proskaver partner Bruce Fader as 
well as by Ritchie and first-year associ- 
ate Brooks (Frankel was still vacation- 
ing)}—and Clarendon, represented by 
Curtis, Mallet’s Eliot Lauer, appeared 
with Weinberg and Carolyn Simpson, 
another assistant U.S. attomey, before 
Judge Sand. Fader carried a check for 
$1,350,000, thé anigunt of the fine then 

WeTHe offered it to the judge, along 
with a promise to bond AG for another 
$1 million in fines, the amount likely to 
toll before the Second Circuit acted on 
the new appeal. In retum, he and Curtis, 
Mallet’s Lauer—who maintained, with 
a straight face, that Clarendon really 
wasn’t a party to any of these proceed- 
ings and should therefore not be victim- 
ized by the bank restraints—wanted the 
restraints lifted. Sand, hearing Simp- 
son’s objection that the govemment had 
At no assurance that future fines would be 
4 | paid, refused. 2 
2% By August I, lawyers for AG and 
qi Clarendon had begun negotiating with 
Weinberg, Simpson, and their two su- 
pervisors, major crimes unit chief Jane 
Parver and criminal division head Law- 
tence Pedowitz. After five days and 
nights of talks-—between these four gov- 
emment lawyers, Fader and the others 
from Proskauer, and a crew from Curtis, 
Mallet fed by Peter Fleming Jr.—a deal 
was struck on Friday night, August 5. 
AG would agree to drop allo ap 
peats—tacluding-the 
Circuit tied 
eliver all the ub) 
ments by August 19. Jn addition, 
wou ines through August 19; in 
short, it agreed to pay $700,000 for two 
weeks” more time to comply with the 17+ 
month-old subpoena—a point that prob- 
ably should have made the government 
lawyers worry that there was more to 
come in this saga. 

ls Se be ovemment would im- 
mediately lift ats “feSfaining order” 
against the banks doing pasiaess with 

Intemational/Clarendon byt_would ex- 
toute attachments and HONEA 
various Clarendon and Marc Rich-relat- 
~¢d properti¢s in the U.S. worth $55 mil- 
« lion, including-20th" Céfittry-Fox, the 
movie studio that one of Rich's person- 
ally owned companies had bought in 
concert with millionaire Marvin Davis. 
The attachments had been drawn up 
chiefly by Pedowitz, a former partner at 
the New York takeover-fighting firm of 
Wachtel, Lipton, Rosen & Katz, for 
whom all-night negotiations aimed at 
locking up or transferring corporate as- 

Sets are second nature. 
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At a Monday moming press confer- 
ence called to explain the deal, U.S. At- 
tomey Rudolph iuliani called it **total- 
ly one-sided." Yet it did allow Intema- 
tional/Clarendon to resume business as 
usual. Thus, Peter Ryan, AG’S chief fi- 
nancial officer (who became Claren- 
don’s chief financial officer after the 
sale), offered reporters this unsentimen- 
tal explanation of his company’s deci- 
Sion to Obey the law: **They [AG] have 
now concluded it is in their interest, 
from a financial and reputational point 
of view, to comply.” 

Indeed, the agreement preserved 
AG's major U.S. asset, Intemational/ 
Clarendon, by freeing it to continue to 
do business. But this was something the 
prosecutors wanted, too; they are con- 
templating RICO as well as tax-evasion 


‘ indictments against the Marc Rich com- 


panies. Had they driven Clarendon out 
of business, they'd have nothing to re- 
cover under RICO. 


The story seemed to have ended on 
August 5 with the negotiated agreement. 
But on Monday evening, August 8, the 
government received word that a parale- 
gal from Milgrim Thomojan, the small, 
prestigious New York firm supposedly 
coordinating Intemnational’s subpoena 
compliance, had boarded a jet at Kenne- 
dy Airport with two steamer trunks full 
of subpoenaed documents. The tip to the 
povermmets reportedly came indirectly 
rom an employee at Milgrim Thomojan 
who, knowing of the Mare Rich contro- 
versy, saw the documents being crated, 
heard of the paralegal’s mission, and be- 
came concerned that something illegal 
was afoot. At the direction of U.S. At- 
tomey Giuliani, customs agents stopped 
the plane, served a search warrant on the 
paralegal, and confiscated the trunks. 

In Judge Sand’s chambers and in 
court hearings the next two momings, 
Curtis, Mallet's Fleming carefully 
(though at times with a wide grin) pre- 
served the legal fiction by noting that he 
was standing in for Edward Bennett Wil- 
liams as a representative of Intemational 








.and was not there in his capacity as Clar- 


endon’s lawyer. He explained that how- 
ever bad it looked, it was ‘‘all inno- 
cent’*: Robert Thomojan of Milgrim 
Thomojan had been in Zug coordinating 
AG's compliance with its subpoena but, 
because he was also responsible for In- 
ternational’s compliance, he had asked 
that the crates of Intemational docu- 
ments be shipped to him for review for 
attomey-client privilege prior to their 
being produced in New York. 

Why could only one lawyer, Thomo- 
jan, look-through all these documents— 
which were mostly oil-trade invoices— 
for a simple and unlikely attomey-client 
pikes problem? Why couldn’t other 
lawyers at Thomojan’s firm or Williams 
& Connolly do it? Why was the review 
of International documents only now 
taking place, when that subpoena, is- 
sued 17 months earlier, had never been 
contested? And how, if AG and Intema- 
tional had been separate entities, could 
they have the same lawyer doing the 
subpoena compliance review for both 
companies? 

The evening after the second steamer- 
trunk hearing, Milgrim Thomojan part- 
ner Robert Meister, who had appeared 
on his firm’s behalf with Fleming at the 
first hearing but whose firm had then 
been dismissed from the case at the in- 
sistence of the U.S. Attomey's office. 
explained to me, incredibly, that *tev- 
eryone knows that Clarendon and Inter- 
national are really one and the same,”* 
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and that Thomojan, contrary to what 
Fleming had asserted and contrary to 
what everyone sull involved in the case 
maintains, had **not done any work for 
AG." If so, why was he in Switzerland 
since, after all, International and Claren- 
don are New York companies? Meister 
declined comment, as did lawyers at 
Proskauer and officials at Mare Rich. 
Frankel was still vacationing and did not 
appear at the subsequent hearings. 

But the judge seemed convinced that 
something was wrong. On Wednesday, 
August 10, two days after the steamer 
trunks had been intercepted on the Ken- 
nedy runway, he readily acceded to a 
government motion, made by major 
crimes unit chief Parver, that all Intema- 
tional documents be delivered by the fol- 
lowing Monday, ignoring persistent 
pleas by Fleming and by Williams & 
Connolly's Richard Cooper, that the 
necessary photocopying would take ten 
days. 

“I know it looks terrible," said Clar- 
endon president Willy Strothotte of the 
steamer-trunk episode in an interview 
the next day. **But it’s just that Mr. Tho- 
mojan thought he would do two things at 
once. I had no idea he was having the 
documents shipped. It was foolish of 

im.” 

Yet a source at Marc Rich AG in Swit- 
zerland says that there had been several 
shipments of International documents to 
Switzerland before this. It was done, 
this source says, ‘tat Mr. Rich’s insis- 
tence. He wanted his people over there 
to review the documents . . . where he 
thought they would be immune from 
American sanctions if they don’t give 
them up or if they lost some of them. 

“Rich also kept promising,” the 
source adds, ‘*that if all this failed it 
might be possible to get the Swiss offi- 
cials to intercede and seize the docu- 
ments in order to keep them secret.”’ 
This same source says that Thomojan 
had traveled to Switzerland **fo con- 
vince the Swiss AG people to be forth- 
coming, because the federal investiga- 
tion will be able to spot {gaps] in [the 
documents produced] anyway.’* Thom- 
ojan declines all comment. 

Whatever Rich’s reasoning, on Au- 
gust 12 officials of the Swiss federal 
prosecutor’s office did in fact seize hun- 
dreds of pages of supposed AG docu- 
ments at the AG office in Zug. At a 
hearing the next Monday moming, 
Sand—clearly boiling over at all that 
had happened—questioned whether the 
“*steamer-trunk caper,”” as he called it, 
had been a deliberate attempt to get doc- 
uments back to Switzerland where they, 
too, might be seized. Weinberg agreed, 
adding he wanted Sand to request Rich 
and-Green to appear personally to ex- 
plain what was being produced and what 
had been seized. 

**As Your Honor had said before," 
Weinberg added, ‘*and we will reiterate, 
there are some very good and honorable 
law firms involved in this litigation, and 
in no way does anything that the govem- 
ment says now reflect on the integrity of 
those law firms, but under all of the cir- 
cumstances, the government is request- 
ing that the individuals that are in control 
and in charge of these companies be re- 
quired to appear personally... ."" 

On the heels of all the disastrous pub- 
licity the case was getting, AG's lawyers 
now suddenly included Proskauer part- 
ners Morton Maneker, Gerald Silbert, 
and Jeffrey Mishkin, but not Ritchie. 
They were reportedly deployed because 
Rich had complained about Frankel’s 
absence and the absence of any Pros- 
kauer partner to replace him at the highly 












































JUDGE LEONARD SAND 


WHEN SAND REALIZED THAT 
RICH HADN’T EVEN INFORMED 
HIS OWN COUNSEL OF THE SALE 
OF HIS AMERICAN SUBSIDIARY, 
THE JUDGE ORDERED U.S. BANKS 
TO HOLD ON TO MILLIONS OF 
DOLLARS OF RICH ASSETS. IT 
WAS THE FIRST REAL BLOOD 
THAT THE GOVERNMENT DREW. 








charged proceedings. Also, Proskauer 
litigation chief Imberman is said by one 
of his partners to have wanted the part- 
ners involved as a damage-control mea- 
sure aimed at salvaging the firm’s repu- 
tation. 

Sand pushed lawyers for AG for as- 
surances that 100 percent of the docu- 
ments would be delivered on August 19, 
as had been agreed. Maneker, citing the 
seizure of some of the documents, said 
this couldn't be guaranteed anymore. 

Noting that the man who had an- 
swered for AG when the Swiss officials 
had arrived to seize the AG documents 
was Alec Hackel—whom the court had 
been told was the new president of Clar- 
endon and had nothing to do with AG— 
Weinberg renewed ail the questions 
about legitimacy of the entire AG/Inter- 
national/Clarendon separation. He then 
voiced his suspicion about which AG 
documents had been seized, as com- 
pared to what Maneker said were the 
200,000 already shipped to the U.S.: 

**, .. [Tyhese are the reasons... 
that the government has asked and hope- 
fully the court will order the individuals, 


" 


Mr. Rich, Mr. Green, and Mr. Hackel to 
be present and accountable in the United 
States before this court to clarify what it 
is that has actually gone on over there 
and what is the status of compliance. 
whether it’s ninety-nine or 2 hundred 
percent, whatever itis, because the gov- 
emment demands a hundred percent 
compliance in this case with these out- 
standing grand jury subpoenas. Certain: 
ly we can’t rely on representations that 
these documents were at the bottom of 
the pile. They may well be golden nug- 
gets that were left behind in Switzer- 
land, It has certainly crossed the govern- 
ment’s mind that we would work a 
swap. We would swap the ninety-nine 

rcent for the one percent that was 
eft,”” he concluded. 


Sand, obviously angry. set a hearing 


for August 22 to cover the issues of what 


documents had been seized and whether ¢ 


AG had violated its August 5 agreement. 
He even threw in the question of whether 
the International sale to Clarendon was 
legitimate, which at this point was irrel- 
evant, 

By now the Swiss govemment had 





‘y 
ee ata tsandcecerenemerstetenenemanert 


or 


LETT a? 
EPR 


taken a position thoroughly in support of 
Rich's noncompliance. Swiss embassy 
adviser Leutert, who had told me a week 
before that his government’s interest 
was “‘vague’* and “‘passive,"* now told 
the press that the U.S. could only get the 
AG documents through a negotiated ar- 
rangement consistent with a treaty that 
had been ratified several months after 
the subpoena had been issued and which 
seemingly had nothing to do with docu- 
ments of the kind being sought. And in 
Switzerland, the prosecutor's office and 
diplomatic officials were telling Ameri- 
cans representing the State and Justice 
Departments that the espionage stat- 
ute—which even Leutert had conceded 
to me in an August 15 interview didn’e 
apply--was the operative law in this 
case, and that, therefore, the production 
of the documents was prohibited, 

Why, then, didn’t the Swiss seize all 
the documents? Why had they waited 
and taken only a fraction? And who had 
divided up the documents, determining 
which ones Were left and which were 
shipped? Were they merely the ones at 
the bottom of the pile, as the Proskauer 
lawyers had claimed? And, more gener- 
ally, why had the Swiss changed their 
tune so suddenly? 

These and other questions were not 
answered on August 22, because the 
U.S. Attomey’s office and Mare Rich’s 
American lawyers agreed on August 18 
to postpone the heanng until September 
19 (which follows our press date), with 
Rich delivering $50,000 in fines for 
each day of the new delay up to Septem: 
ber 12. “*We just felt that if we had that 
hearing, everything would be so acrimo- 
nious that the Swiss would dig in and 
we'd never see those documents,” says 
one Justice Department official. ** Those 
were the signals we got." 

One signal the prosecutors didn't get 
until after they had postponed the hear- 
ing was that Rich had a special connec: 
tion to the Swiss authorities: Mosi- 
mann—the Mare Rich AG lawyer who 
sued himself in the injunction proceed- 
ing—is also the part-time public pros« 
ecutor of the canton of Zug. Says a key 
Justice Department source: **We got a 
tip from a European journalist about 
Mosimann’s being a prosecutor, but it 
was after we agreed to postpone the 
hearing. Hearing or not, I'd say it looks 
doubtful that we'll ever see those docu- 
ments, or at least all of them."* 

“I know this may look bad to you 
Americans,’* says Mosimann, **but it’s 
totally innocent. . . . It was the federal 
prosecutor in Beme who ordered the 
documents seized, not we in Zug.** Had 
he had any contact with the federal pros- 
ecutor? “Everybody wants to know 
that,’* Mosimann says. “*But I can tell 
you that I had no direct contact. Buteven 
if you have contact with people it is not 
possible to deal in the sense that you 
Suggest by your question. This would 
not be easy to arrange. . .. Wearenota 
republic of bandits.** 

Forgotten in the frenzy of the negoti- 
ated settlement, the  steamer-trunk 
caper, and the Swiss document seizure 
was the Second Circuit appeal. Sched- 
uled to be argued on August 9—Frankel 
says he'd have retumed from Italy for 
that session—the case was dropped after 
the settlement. Yet the appeal briefs on 
each side remain good reading. 

Indeed, Frankel’s argument in his 
July 18 brief (that the Swiss injunction 
against compliance with the American 
subpoena ued Mare Rich's hands) 
makes even better reading in light of 
AG's purported capitulation to the sub- 
poena on August 5. If, as Frankel wrote, 
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the Swiss government had now **spok- 
en” and enjoined the compliance and if 
the injunction could not be withdrawn 
by AG, how could Mare Rich lawyers 
have made that August 5 deal to comply 
with the subpoena? It tums out that on 
July 22—unknown to the federal au- 
thorities (who were ‘negotiating on the 
basis that AG had at least a prima facie 
claim pending in the court of appeals 
based on the Swiss court action) and un- 
known to the district or appellate 
courts—Swiss judge Weber, who appar- 
ently had not gone on vacation, had ren- 
dered his final decision in the case and 
declared that since the AG board had 
itself voted, before the Swiss litigation 
had been initiated, not to comply with 
the subpoena, there was no need for his 
court order. *‘I decided that the whole 
thing was silly and unnecessary. It made 
the court look bad,"* said the judge in an 
August 12 interview, **Yes, they could 
easily have gotten my order lifted, too,”” 
he added. **Just by asking me.’’ 

Was this July 22 Swiss court decision 
another case of the lawyers withholding 
vital information from Judge Sand and 
their adversaries? Yes and no. The infor- 
mation had been withheld, but from the 
lawyers. as well. *‘Why should we teil 
them {the America lawyers} that,” asks 
Mosimann., *‘They had their job to do, 
and we had ours.”’ 

**You could say that the coordination 
of the lawyers in this office has not been 
the best,"" notes Strothotte, the Claren- 
don president. 

When Frankel notified Weinberg in 
July that his client was again appealing 
to the Second Circuit, this time based on 
the supposed Swiss injunction, Wein- 
berg’s preliminary reaction was to file a 
motion calling the appeal ‘‘utterly frivo- 
lous** and demanding double attomeys’ 
fees against AG and its counsel. 

Frankel’s subsequent appeal brief was 
46 pages long. He spent 11 pages on an 
introduction and statement of facts and 
14¥%2 pages invoking the supposed Swiss 
prohibition. But he reserved his heaviest 
artillery, 17 pages, to rebut Weinberg’s 
demand for double attomeys’ fees to 

unish the former judge's supposedly 
rivolous appeal. And in these 17 pages 
we see Frankel trying to have it both 
ways—trying to seem to put on a case 
for his client while also hinting to the 
court and to other sophisticated observ- 
ers his disdain for the position he'd 
found himself in. *‘This was obviously 
Marvin’s ‘fuck you’ brief to Marc 
Rich,’” says one lawyer who knows 
Frankel well, 

Frankel spent not a word of his {7 
pages arguing against imposition of at- 
tomeys” fees against his client; he only 
defended himself, And he offered a long 
discussion of how the judge ought to 
decide the issue if he assumed that Fran- 
kel had thought the appeal unmeritorious 
and had argued to his client against mak- 
ing it. 

Inhis reply, Weinberg dispensed with 
this and other Frankel chops at his client 
ina footnote: **The intimation that coun- 
sel advised against filing this appeal, 
dissuaded AG from seeking a further 
stay, and were not advised by AG of its 
effort to shelter its American assets, to 
the extent that they argue against assess- 
ment of' damages against counsel, em- 
erates all the more AG's lack of good 

‘aith."* 

Frankel concluded his appeal brief as 
follows: ** While this is a ume to eschew 
exaggeration (of which there is already 
too much on this appeal), the prosecu- 
tor's effort to penalize counsel as a 
means of controlling the client inevita- 


bly brings to mind painful analogies 
elsewhere in the world. A favored de- 
vice of the executive in countries where 
human rights are not cherished is to pun- 
ish or frighten lawyers defending causes 
the prosecutors deem hateful. The obvi- 
ous purpose, too often successful in our 
time, is to suppress or control an incon- 
veniently independent bar. Free nations 
and people who want to be free rightly 
condemn that sort of state terronsm. 
Considering the interests at stake, it is 
not too much to say that a righteous, 
intemperate prosecutor is now proposing 
to this court a first step in that direction. 
The proposal should be rejected in con- 
dign terms.”* 

Frankel, a leader in the New York 
bar’s human rights activities abroad, 
footnoted this paragraph with references 
to State Department reports conceming 
human rights violations in Bulgaria, 
Guatemala, and six other countries. 

Weinberg limited his reply on this 
point to another footnote: **AG's com- 
parison of the government's motion to 
the police-state tactics of the Bulgarian 
Commissars and Guatemalan Colonels”* 
he wrote, “‘says far more about coun- 
sel’s sense of proportion than about the 
state of civil liberties in the United 
States.”” . 


{t could be said, of course, that all 
Marc Rich lawyers in this case lost their 
sense of proportion, that they all went 
too far. But the American contingent at 
least might argue that they simply got 
stuck serving a difficult client who 
wouldn't level with them, and that they 
could prove that point convincingly if 
only they could reveal what they told the 
client to do and not to do, 

Yet these lawyers did have another 
option. They could easily, and ethically, 

“have resigned from Rich’s employ— 
when he brought the absurd Swiss ac- 
tion, when he sold off the International 
assets (in both instances without telling 
his American lawyers), when he refused 
to pay the fines, or, as now seems likely, 
when he made sure documents were 
shipped to Switzerland to be **seized’* 
by the Swiss authorities, with whom 
AG’s own lawyer is connected. At any 
of these points, and probably at others, 
the lawyers could have decided to opt 
out of what seems to be their client's 
anything-goes approach to the American 
legal process. 

A top Rich executive says his com- 
pany has recently sounded out former 
U.S. attomey Robert Fiske, Jr., of Da- 
vis Polk & Wardwell and former federal 
district judge Harold Tyler, Jr., of New 
York’s Patterson, Belknap, Webb & 
Tyler about taking over the representa- 
tion of AG because, he says, **we want 
someone new, with a totally clean im- 
age.’’ Both lawyers, however, tumed 
the case down. Tyler notes Rich had 
“*called me two or three times from 
Zug,"* but says he bowed out because of 
other commitments. 

These renewed efforts to shore up the 
Rich legal team notwithstanding, some 
prosecutors involved in the case specus 
late that Rich has now decided to aban- 
don the U.S. altogether in order to avoid 
prosecution; he is probably not extradit- 
able from Switzerland on tax charges. 
But if the case goes on, there are likely 


to be more acts in what has become the’ 


Mare Rich puppet show. It’s only a 
question of which of Rich's lawyers, 
present or future, having seen his disre- 
gard for the legal process and for the 
officers of the court swom to uphold its 
integrity, will regain their sense of pro- 
portion-and decide to cut the strings.£3 
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TOWN HOUSE 
COACH SERVICE 


© Late Model Stretches 

© Open Bar 

¢ VCR with Large Tape Library 

© Sunroof 

¢ Mobile Telephone 

¢ Smartly Attired Make o¢ Femak Chavffeu 
© High Insurance Coverage 

© Armed Security Service 


am 531-7900 


Mayoe C C,"s Accepted 
For Business or Personat Travel 


Corporate Accounts are our Specialty 


® 
LEGAL 


. SPECIALISTS IN 
LEGAL SEARCH 


When you're seeking the right 
person to join your firm, turn to 
us for confidential and results- 
oriented search and recruitment 
services. 

Our two divisions specialize in 
the search, recruitment and place- 
ment of: 


© Attorneys — from Associate to 
Partner 


© Administrative Staff — from 
Office Manager to Legal 
Administrator 


for further information, contact: 
NRI LEGAL 

2000 L Street, N. W., #607 
Washington, D.C. 20036 

(202) 466-4679 

Pat L. Wilson 

Bonnie C, Wilson 

Gary Ethan Klein, Esq. 
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® 
f Recruitment and 
Placement Consultants 
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LOPPED OFF 


Sumitomo’s deal with Dunlop 


| dustries and ailing Dunlop Holdings PLC rep- 
resents the biggest Japanese investment in 


there in 1977. For $123 million, Sumitomo 
(1982 sales: $811 million) is buying Dunlop’s 
British and West German tire operations. As 
part of the package Sumitomo also gets back 
the 40% of its stock Dunlop acquired 20 
years ago when Sumitomo bought Dunlop’s 
tire company in Japan. Last year Dun- 
lop’s U.K. tire business lost $23 million, and 
the West German operation broke -even. 
Sumitomo thinks it can improve them. 

By dumping a portion of its deflating tire 
business, Dunlop, which makes everything 
from tennis rackets to pipes for drilling oil, 
hopes to improve its game. Last year it lost 
$140 million.on sales of $2.7 billion. 


‘CRUDE DEALINGS — 
Marc Rich is indicted ; 
“1m In the Jargest tax evasion case ever 


Marc Rich, 1976 (top); 
Assistant U.S. 
Attorney Morris 
Weinberg Jr. at New 
York City’s federal 
courthouse 

and his partner Pincus Green, both 49, were 
indicted on charges of concealing more than 
$100 million in income, on which $48 million 
of taxes should have been paid. Also indicted 
was Swiss-based Marc Rich & Co. AG, the 
giant commodities firm in which the two 
were principals. The indictment charges that 
profits from the U.S. subsidiary of Marc Rich 
& Co. AG were diverted to two Texas com- 
panies and then, through “sham transac- 


























































w A new deal between Sumitomo Rubber In- . 


the U.K. since Sony started making TV sets. 


brought by the U.S. government, Mare'Rich . 


tions,” to the Swiss parent. According to 
Morris Weinberg Jr., 33, the assistant U.S. 
attorney leading the investigation, docu- 
ments subpoenaed from the Swiss firm—but 
not delivered, on orders of the Swiss govern- 
ment—may reveal that the parent siphoned 
from the U.S. subsidiary another $100 mil- 
lion. Rich and Green are also charged with 
trading with the enemy, chiefly by buying 
Iranian crude in violation of a ban imposed 
while Americans were held hostage. 

If found guilty, Rich and Green could be 
jailed for life. In recent months they have 
been living in Switzerland, which does not 
extradite people for tax evasion. The two 
could be extradited, however, for other of- 
fenses. If Rich and Green won't come to 
court, says Weinberg, the government will 
try their companies, and if they are found 
guilty, seize-their U.S. assets. Among them: 
a 50% holding in TCF Holdings, which owns 
20th Century-Fox Film Corp. Fox, or some- 
body, would be smart to seize the rights to 
this whole saga. : 


‘SPECIAL DELIVERY 
MCI's.electronic mail'service 


.@ Now MCI Communications Corp. wants 
to be your postman. The upstart that took on 
AT&T to win long-distance telephone cus- 
tomers is aiming at the U.S. Postal Service as 
well as the market created by speedier mail 
deliverers, such as Federal Express, and the 
burgeoning market in electronic mail. 

Anyone with a computer terminal, telex, 
electronic typewriter, or word processor can 
send messages through MCI’s new network, 
provided the user also has a modem—the 
gadget that hooks electronic devices into 


’ telephone lines. Recipients pay MCI nothing, 


and senders pay no fees other than “MCI 
postage,” computed bythe “MCI ounce”: 
7,500 characters, or roughly four pages of 
text. If the recipient has a terminal and mo- 
dem, delivery is both instantaneous and 
cheap: $1 per ounce. If not, service is costli- 
er. The slowest messages, “MCI letters,” go 
electronically to a post office near the recipi- 
ent and are delivered by postmen, usually a 
day later ($2 for the first ounce). MCI guar- 
antees “overnight letters” ($6) will be deliv- 
ered the next day by Purolator Courier. 
“Four-hour letters” ($25) will also be deliv- 
ered by Purolator. In all categories, extra 
ounces cost $1 each. 











TWO-STEP 


A chip to beat 
the megabit 


When it comes to 
random-access 
memory chips, the 
commercial successes 
have advanced in 
quadruple time. The 
1K chip—the K stands 
Jor 1,024 bits of 
information—came to 
market in 1971. After 
that came the 4K, the 
16K, and the 64K. 
Now 256K chips are 
just beginning to go on" * 
sale, and companies 
around the globe are 
striving to be first 

to market a megabit 
(256 x 4) chip. But 
Since that won't happen 
Sorseveral years, IBM 
Slowed to double time 
and tn mid-September 
announced the 
development ofa 512K 
chip (above, actual 
size). If it can be 
produced before the 
megabit bows, IBM will 
be a beat ahead of 

its competitors. 
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FBI 
TRANSMIT VIA: PRECEDENCE: CLASSIFICATION: 
I Teletype (_] Immediate (-) TOP SECRET ' 
[J Facsjmile [ Priority (1) SECRET : rae. 
XK] —ALRTEL (C) Routine (3 CONFIDENTIAL ! a 
. . [OQ UNCLAS EF TO 
- [9 UNCLAS 
Date __ 9/30/83 : 
TO:° 7 ADIC, NEW YORK (196A-1774) 
FROM: Rp DALLAS (196B-1291) (RUC) 
MARC RICH, dba 
Marc Rich and Company, RATIO aD 4C. 
Et Al emer 9 
FBW - ENERGY RELATED - pre 24% 
OO: NY 
Re New York facsimile to Abilene, Texas RA, 
9/9/83. 


’ Enclosed for New York is one copy of subpoena, 
indicating service on 
on 9/15/83,[____Jadvised he had sent subpoenaed 
documents air express directly to ised be _bad_sent subevensad 


Dallas considers matter RUC. 


- New York (Enc.1) 
1 - Dallas 
DLR:hn 
(3) 


Approved: _._C—~=éTT'rransmiittteed 
: . (Number) 















b6 
b7C 
b3 


b6 
b7C 
b3 
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= <2 FBI 
TRANSMIT VIA: PRECEDENCE: CLAS SIFICATION: 
C) Teletype Oo Immediate (0 TOP SECRET : 
[J] Facsimile — ([) Priority ( SECRET : 
x —ATRTEL ____ (C) Routine ( CONFIDENTIAL : 
. [OUNCLAS EF TO 
- [1] UNCLAS 
1 


Date __ 9/30/83 


TOs." "= ADIC, NEW YORK (196A-1774) 
FROM: SAC, DALLAS (196B-1291) (RUC) 


MARC RICH, dba 
Marc Rich and Company, 


Et Al 
FBW —- ENERGY RELATED - 
OO: NY 
Re New York facsimile to Abilene, Texas RA, 
9/9/83. 


Enclosed i e co of subpoena, 


indi i vice on 
on 9/12/83. 


Dallas considers matter RUC. 





Q- New York (Enc.1) 
- Dallas 


ro aiaak ALL INFORMATION CONTAINED 


(3) HERE CLASSIFLED x gs 
DATE Nya] 1 _Bv 





Approved: —~*éTT' rQmittttled a ey Per 


— ee ee ee eee Ore ee eee ee ene em eee wus cm oun com ome eee ee Gm eee eum em eee mee mee oem cee mee ee me ee ee me ee re eee cere ome eee ee cee es ee ce ee ce 


on 9/15/83,|___|advised bpoenaed‘* 
documents air express directly to AUSA 


oot 4 1983 


(Number) (Time) FBI — NEW 
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» b7c 
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b7Cc 
b3 
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TRANSMIT VIA: PRECEDENCE: - CLASSIFICATION: 
&) Teletype © Immediate © TOP SECRET 
O Racsimile O% Priority O SECRET eZ 
Fa gos Ses O Routine O CONFIDENTIAL 
O UNCLASEFTO 
El UNCLAS 49 yg 
Date - 






FM NEW YORK (196A-1774) (P) (M-1) 
2ZosF 


o o ei otniny AWE Dy SA cea A . ne 
ATTENTION: suv.[ | FINANCIAL CRIMES b7c 


BT 







UNCLAS 


MARC RICH - FUGITIVE; PINCUS GREEN - ruertive| 


MARC RICH & CO., A.G.3; MARC RICH AND COMPANY, INTERNATIONAL 






LTD, AKA "CLARENDON, A.G."; RICO - FBW ~ MF - TAX EVASION - 
TRADING WITH ENEMY (00:NY) 






PURPOSE OF COMMUNICATION TO KEEP FBIHQ ADVISED OF 
DEVELOPMENTS IN CAPTIONED. | 










ON JUDGE SAND 


FBIHQ WILL BE KEPT ADVISED. 







ALL INFORMATION CONSAINED 


LASSIFUS 
@- NEW yorK BERENS Py oes Te |e, 


1 - SUPV. M-1 














MEB:mms 
(2) 


Approved: LLC; ransmitted 
~ : (Number) (Time) 


b6 
b7C 



















b6 
b7C 


b3 


NYO9G1 2772032 
PP HQ + 

DE NY PQW 
P @42900Z OCT 83FM NEW YO RK (196-1774) CP) (ite 1) 
TO DIRECTOR (1968-2848) PRIORITY 
ATTENTION: suv] FINANCIAL CRIMES ae 
BT 
UNCLAS 
MARC RICH - FyGITIVE; PINCUS GREEN - rusitives| bé 
M ARC RICH & CO., AeGes MARC RICH AND COMPANY, INTERNATIONAL st 
LID, AKA “CLARENDON, A.G."3 RICO A FBW - MF - TaX EVASION - 
TRADING WITH EWEMY (OO: NY) 

PURPOSE OF COMMyNICATION TO KEEP FBIHQ ADVISED OF 
DEVELOPMENTS IN CAPTIONED. 

ON JUDGE SAND 


b3 


FB IHQ WILL BE KEPT ADVISED. 


tel? JI 192 


gue 


SE ap : 
b6 
b7C 


















a un@p STATES DEPARTMENT OF A@rrce 
~ ; FEDERAL BUREAU OF INVESTIGATION, 
AIRTEL 
October a7, 1983 . 
TO : SAC, SEATTLE (294-2948) (P) 
FROM : ADIC, NEW YORK (195A-1774) (P) (M-1) 
SUBJECT: 
b6 
OF THE ENERGY DIVISION _ b7IC 
OF SEATTLE FIRST NATIONAL BANK 
SEATTLE, WASHINGTON; 
BF&E 
(00:SE) 
ReSEtel to NY, dated 10/5/83. 
: Enclosed for Seattle is a copy of a 51 count indictment 
returned, 9/19/83, regarding NY 195A-1774. 
For information of Seattle, enclosed indictment includes 
a summary of the investigation involving Li Company. 6 
Pages 14-17 explains Listo's involvement ‘was b7c 
etroleum, Mouston, 
b6 
=a Grand Jury, SDNY. Currently, — 
Tne followi indivi ifi 
Grand Jury regardin 
b6 
b7C 
b3 
INFORMATION con 
ERE 8 NCEA | ey flI2 
ee DALE_» 1904 (72 
2 - Seattle (Encl. ) i pe 
1 - New York pen 
« at4g ae 
MEB:nec 1 45 Pes 


» (4) 


fay SOE 


Pte te pee ae 








NY 196A-1774 
All of the 


referenced teletype 
area. 


and 
current whereabouts 


NY_ was not 





above individuals and others listed in 
are believed to be residing in the 


can be reached at telephone number 
of former employees. BIC 


, : b3 
aware of details surrounding referenced 


NY_wou i ested in any information developed 
regarding involvement in captioned. 


= 











FD-65 (Rev. 2-9-78) ; a - ca 
eS Federal Bureau of investigation : @ A | RT ‘ad 


To: _ Director, FBI 
“ “Att: crating Peveeuigalive Division . Date: otT 19 1983 


s -BDIC, “NEW UWoRK (1964-1774) (M= )NSTRUCTIONS - Reverse side 


From: NOTE: _Priority “A” and “BP Fugitives - With initial submission, 
“set forth a synopsis of crime on‘reverse side. 


bf rf 


Subject! MARC’ RICH~FUGITIVE; Se 2 en or as 
GITIVE; . b7C Sor s Ct Initial Submission 
@ RICH AND COMPANY A.G.; i ty a | igre FD-65 dated — 
MARC.RICH AND. COMPANY INTERNATIONAL , UfD. , aka 2 ; 
"clisrencon A.G." ; sy Indicate Fugitive Priority . 
RICO; FBW; ae Geeta aha SA ‘ 
MF-TAX EVASION : ; nfs ae 
(00 :NY) ea : Cyc 


s 


\ 


Caution MKE].Name ; = NAM ARace | 
© PINCUS. GREEN 
Place of Birth POB. al Date DOB Height “HET Weight a 
5'10" a 


Brooklyn, , New York. . 


Eye Color EYE | Hair Color All FBI No. Se | Skin Tone 
Gray _ 






Scars, Marks, Tattoos, etc. 


NCIC Fingerprint Classification FPC Other Identifying Number MNU | Social et # soc 
Operator’s License Number OLN Ope s License State 0 Ee 
Rs 


:| Offense Charged OFF Racke ng= 
U. aa are 1962 (c¢ (a 1341 1343- 26 7201-31 535.206 (a (4 


DU File # OCA 
Warrant Issued B USDJ 9/19/83 Opus 


Date PBV or Bond Default Case Referred to Office SE NY 196A-1774 
Miscellaneous Including Bond Recommended 


If encou contact _ U.S, Customs 
agentL | or FBI SAL 


Dn. -Mail 1d-Wire 2S Tax. ae, 






MIS | Fingerprint Classification (Henry System) 





















b6 
rv TTS TINGED 
: BIFORMATION c™ b7C 
(212) 553-2700 FERN sis siz elon 
DATE 
LICENSE PLATE AND ae INFORMATION 
‘Aliases , OF: wv 
n - -/f J , 
_ /9/-/ 774 7: die b6é 
; byte oT b7C 
: ms rected oe ! 
2 - FBIHQ (1 - Fugitive Unit) {pare . i 4 o i300 5 
@® - New York ne (7 GA- 197 
ica mx mae (-l) : 


Gee ag f a FBI/00J 


. ~ ‘Supervisor M-1 2 ¢'cl Ja |F\83 un mnae ie 








» 5 7 s 


Vom bg neme 
Ny 


-PRIORITY-%A” and “B” FUGITIVES - Synopsis of Crime. 


Pineus Green indicted 9/19/83 for utilizing an onterprice 
to wire tyansfer over $100 miiiion i211 Ogne. yotite ganerated 


ky trading of1, theceby evading over §45 ifiiddon in tases. - ie 
ALeo, he causea over $200 siilion U.&. doliare to be trand~ 
‘ fexvxseG to Iran during embarge. 


Green entered NCIC by U.S. Customs 9/19/83. 


INSTRUCTIONS 


1. Caution (MKE) - Insert “C” in block if caution statement indicated. Basis ae caution statement must appear in 
Miscellaneous block, e.g. armed and dangerous. got . ‘ 


2. Name (NAM) -.Place name-in this block. Aliases are not to be eritered in this block but are to 7 placed ir in 
Aliases” block. + * ” to 


3. Sex (SEX)'- Sexy be designated by, one ‘letter, M (male) or F (female). 


4. Raée- (RAC) = Race will be desciibed by 6 one letter, W (white), “N (Negro), I (Indian), C (Chinese), J (Japanese), 
O (all other). Mexicans who are not definitely Indian or other nonwhite should be described as “WwW. 


* 5. Place of Birth (POB) - Indicate city and state or, if foreign born, city and country. Where multiple birthplaces 
are reported, list verified birthplace or that which appears-most logical in this block. 


. Birth Date (DOB).-. Enter as month, day. and.year, ‘Where multiple birth dates.are reported, enter verified birth 
date or that which appears most logical in this’ ee Place other dates of-birth\in- Additional Identifiers block. 


Height (HGT) - Expregé in’ feétand inchés, é.g.} 6’ 0”: >Rourid off-fractiois=to néarest'inéhy + > Soo See aes 
Weight (WGT) -:Expre ss,in;pounds.> Omit- fractionssz 3 1: re ereh--nsrr pxrsary roi 75g ECL aie Ges 
Eye Color (EYE) - Use appropriate three character symbol. : 2 

10. Hair Color (HAI) - Use appropriate three character symbol? =~ 

11. Skin Tone (SKN) + Use appropriate three character symbol. 


y 12, Scars, Marks, Tattoos, etc. (SMT) - Place in this block only appropriate NCIC coding for scars, marks; tattoos, 7 
birthmarks, deformities, missing body parts and artificial body parts as defined in NCIC Operating Manual. If 
more than one SMT is to be entered, use Additional Identifiers block for additional appropriately coded items. 
Use Miscellaneous block to describe all scars, marks, tattoos, etc. which are not defined in the NCIC Operating 
Manual and to more fully describe SMT’s which have been entered in SMT block. For example, an appendectomy 
scar,.not being readily visible, would be described in‘ the Miscellaneous block. A tattoo‘on right arm, shown as 
TAT R ARM in block, might be further described i in Miscellaneous block as a rose tattoo on. inside of lower, right — 


CC. 
13. NCIC Fingerprint Classification (FPC) - Enter NCIC fingerprint classification.~ 


14. Other IdentifyingNumber {UNU) Miscellaneous numbers may be entered with appropriate identifiers (prefixes). 
For-first fiscellaneous ‘identifying number, use MNU block. When military service number is’in fact, Social Security™ 
Account, Number, the number should be entered in both MNU and SOC blocks. Additional identifying numbers are 
placed in Additional Identifiers block. The identifier (prefix) should precede the number and ‘be separated from the 
-number by use of a hyphen, See, NCIC; Operating. ‘Manual, Part 9, page 26 for appropriate agency identifierg.., 


Isdue « 


o>) 


fo Px 


Mae 


- 5. Fingerprint classification (Henry Sy stem) - ee Henry System fingerprint classification i is to be placed i in this 
so block, when available. Do not enter in‘NCIC 


16. Social Security Number (SOC) - Place subject's Social Security Account Number in this block. ‘ | 


17. e erator’s License Number- Place subject’s operator's license number in OLN block. Also show licensing 
te“OLS) ‘and year license expires (OLY). a 


18. Waive {sued By-On-(DOW)- . in Escaped Federal Prisoner cases enter date of escape in DOW block. 


19, Miscelléieous.(MIS) - Enter additional pertinent information in-this block. If caution statement used, basis for 
statement:must-be-set.forth as first item in this block. a 


20. License- Plate: and Vehicle Information. » Place information concerning, license plate and/or vehicle known to be 
@ possession” cof. subject i in- appropriate: blocks under- License Plate.an Veh#le- Information heading.- - - ~ ae 


“91. ‘Addifiooal identifiers - Enterinformation conceming additional license plates (number, state, year expires, and where 
applicable, type);'Social ‘Security Numbers; operator’s license number, state and year expires; vehicle information 
(VIN; wVYR>-VMA, :=¥MO,. NST,-VGO);.MNU’s (see list in item 14 above); visiblé scars, marks, tattoos, etc.; and dates 
of birth.” Clearly identify what’ data‘is being set forth; e.g. Social Security # 423-56-3204; Michigan operator's license 
234567! expires 1197.2; *DOB's/4/5/32, 5/38/32; ete. e 


22. Changes and deletions should be so indicated in the appropriate blocks s. 
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Form ‘de. usa-35-224-Grand ty Subpoena Duces Tecum & 
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UNITED STATES DISTRICT COURT 


SOUTHERN DISTRICT OF NEW YORK 


b3 


ETINGS: 


WE COMMAND YOU that all business and excuses being laid aside, you appear and attend 
before the GRAND INQUEST of the body of the people of the United States of America for 
the Southern District of New York, at a District Court to be held at Room 1401 in the 
United ; 
on the to 
testify and give evidence in regard to an alleged violation of 





b3 


and not to depart the Court without leave thereof, or of the United States Attorney, 
and that you produce at the time and place aforesaid the following: 


b3 


And for failure to attend and oe) rn will be deemed guilty b3 
of contempt of Court and liable to penalties of Taw. 


Dated: New York, N.Y. 
September. 8, 1983 


W- Crinbon oS (se 
DOT, dates Gal otney for the Hes 
Southern District of _New- York. 2 Clerk. 


NOTE: REPORT AT ROOM 767. “In order to secure your witness fees and mileage, it is 
necessary that you retain this Subpoena and present the same at the United States Attorney's 
Office, Room 767, upon each day on which you attend Court as a witness. 


iaaerrs <a aes Attorney b6 Room| _| 


Telephone: —————|| pyc One St. Andrew's Plaza 
New York, New York 10007 
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Transmit attached by Facsimile - UNCLAS ‘Precedence Deneiry 


c B~) | 
Sieaaenps lag) mofo 
From ADIC | New Wek (196 A-1774) (m-1) Ley ernment gare 
Subject: MARC. Rich his Initials «AX 
MARC Rich and Confnny) ; need Kid 


er = vapaird A 


CJ Fingerprint — {] Fingerprint Record (] Map (} Newspaper clipping (} Photograph 


(_] Artists Conception (Zother Subaece AW. 


Special handling instructions: 


AYR hu GArmma ASAP -=F backotand 1S re 


SA Neck ax. 2993, 


Pa 





b6 
CN alasatite b7c 


AL FORMALIN Saas 
- mnie! \ Y, Brest Approved 
pat i FBI/D0J 
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DE LASSI 2 ICATICN AUTSORITY DERIVED FRtul- 
‘el SUTUMATIC UELLASS CATION GUIDE 


4 7 . 
‘UATE U9-le-2016 BY. o74l27710 & 
Ae ed FBI 

































































TRANSMIT VIA: PRECEDENCE: — CLASSIFICATION: .- 

IX Teletype O Immediate 1. TOP SECRET 

O Facsimile ‘XQ Priority O SECRET 

Oo O CONFIDENTIAL “< 
[} UNCLASEFTO 





ae Dito 5 _UNCLAS: 
nite Lora /e83 







FM NEW YORK (196A-1774) (P) (M-1) 
; ries, 
TO DIREGPOR(LI6H=SETB) "PRIOR TY ee OAL 


ATTN: supervisor] | FINANCIAL CRIMES UNIT, DIV. 6 ee 


Br 







UNCLAS 


MARC RICH-FUGITIVE; PINCUS creen-rucit#] b6 
b7Cc 


MARC RICH AND COMPANY AG; MARC RICH AND. COMPANY INTERNATIONAL 






LTD., AKA "CLARENDON A.G.", RICO; FBW; MF; TAX EVASION; 







TRADING WITH THE ENEMY, OO:NY. 









FOR a pd OF BUREAU, ON OCTOBER 18, 1983, 
} | A viey RELIABLE AND EXTREMELY SENSITIVE SOURCE 


DEVELOPED HIGHLY SINGULAR INFORMATION REGARDING CAPTIONED 









MATTER. SOURCE LEARNED THAT 








NUP / 724 17@ 





b6 
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wee. \s umber) (Time) \ 
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1) BY: \, HEBEL 


ese WHERE S 
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TRANSMIT VIA: PRECEDENCE: CLASSIFICATION: 

( Teletype OO Immediate O TOP SECRET 

) Facsimile © Priority O SECRET 

oO Z O CONFIDENTIAL 
O UNCLASE FTO 
O UNCLAS 





Date 











ee 


SOURCE ADVISED THAT 


b7D 
b7UF 
v 
*SViil 


ee 


SOURCE ADVISED 


: b7D 


= 
AVENUE MUST BE DEVELOPED TO VERIFY THIS nrorwanton (5°) pis 





NEW YORK CONCURS WITH SOURCE'S ASSESSMENT. SOURCE 


Approved: __.. ee :C*éCTrrarnnsniitttte@ed See Per 
(Number) (Time) 














FD-36 (Rev.8-26-827 * ; @ 
tos FBI 


TRANSMIT VIA: PRECEDENCE: CLASSIFICATION: 

© Teletype O) Immediate © TOP SECRET 

© Facsimile ; © SECRET 

OQ O CONFIDENTIAL 
O UNCLASEFTO 

-¢f UNCLAS 


Date 





PAGE THREE UNELAS 


TO SOURCE. (¥ IT) 

NEW YORK WILL ADVISE SDNY OFFICIALS OF INFORMATION FROM 
SOURCE AND WILL INSURE SDNY OFFICIALS ARE AWARE OF THE NEED 
TO PROTECT SOURCE. NEW YORK AND SDNY OFFICIALS WILL DEVELOP 
ANOTHER AVENUE TO PURSUE THIS INFORMATION. 


BUREAU WILL BE KEPT APPRISED OF DEVELOPMENTS. 


ADMINISTRATIVE 


Sd iy) 
INFORMATION rroul its OF A HIGHLY SINGULAR 


NATURE AND DISCLOSURE WOULD REVEAL SOURCE'S IDENTITY. 


IDENTITY, IF REVEALED, WILL POSITIVELY LEAD TO PHYSICAL 


DANGER TO SOURCE AND FAMILY. 


BT 





Approved: __ C:C*Crarnsmiitted Ls C«éPlU 
(Number) (Time) 
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Date Ol 25-2018 BY: 

= b7C ® 
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‘A 


NYO842 2920215 
PP HQ 





DE NY 933 

P 191915Z OCT 83 

FM NEW YORK (196A-1774) (P) (Me 1) 

TO DIRECTOR (196B-2848) PRIORITY 

ATTN: SUPERVISOR] FINANCIAL CRIMES UNIT, DIV. 6 
BT 

UNCLAS= 

MARC RICH-FUGITIVEs PINCUS @REEN-Fucitive;| i 
MARC RICH AND COMPANY AG$ MARC RICH AND COMPANY INTERNATIONAL 
LTD., AKA “CLARENDON A.G.", RICO; FBW3 MF; TAX EVASIONS 
TRADING WITH THE ENEMY, OO:NY. 


y (I) FOR INFORMATION OF BUREAU, ON OCTOBER 18, 1983, 
ae A VERY RELIABLE AND EXTREMELY SENSITIVE SOURCE 


DEVELOPED HIGHLY SINGULAR INFORMATION REGARDING CAPTIONED 
MATTER. 





SOURCE LEARNED THAT 
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PAGE TWO UNEEAS 







pA 


SOURCE ADVISED THAT 


b7D 
i 


SOURCE ADVISED 


b7D 
po ANOTHER pIF 


AVENUE MUST BE DEVELOPED TO VERIFY THIS INFORMATION. Cs) 0 
NEW YORK CONCURS WITH SOURCE’S ASSESSMENT. SOURCE 
WILL BE.IN PHYSICAL DANGER, NOT From &) TT} 
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PAGE THREE -uNtLAas 


b7F 
TO SOURCE. (& 1) 


NEW YORK WILL ADVISE SDNY OFFICIALS BFCDNEORMATION FROM 
SOURCE AND WILL INSURE SDNY OFFICIALS ARE AWARE’ DF°THE NEED 













TO PROTECT SOURCE. NEW YORK AND SDNY OFFICIALS WILL DEVELOP 
ANOTHER AVENUE TO PURSUE THIS INFORMATION. 


BUREAU WILL BE KEPT APPRISED OF DEVELOPMENTS, 


ADMINISTRATIVE 


Cen 
INFORMATION From] 8S OF A HIGHLY SINGULAR | 


NATURE AND DISCLOSURE WOULD REVEAL SOURCE’ 












IDENTITY, IF REVEALED, WILL POSITIVELY LEAD TO PHYSICAL 
DANGER TO SOURCE AND FAMILY. 
BT 
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“TRANSMIT VIA: PRECEDENCE: CLASSIFICATION: 
§) Teletype O Immediate - 0 TOP SECRET 
0 Facsimile © Priority O SECRET 
25 ee ee &) Routine O CONFIDENTIAL 
. 1 UNCLASE FTO 
whee ah 4] UNCLAS 


FM NEW YORK (196B-1774) (P) (M1) 

~re-—pinnerorsesszerep rourmEO (/5 

ATTENTION: sov.[__( Famancran CRIMES. 

BT 

UNCLAS 

MARC RICH - FUGITIVE; PINCUS GREEN - FUGITIVE; [ er 
MARC RICH & CO., A.G.; MARC RICH & CO. INTERNATIONAL, LTD., | 

AKA "CLARENDON A.G."; RICO - FBW - MF- TAX EVASION - TRADING 


WITH ENEMY (00:NY) 


THE FOLLOWING IS PROVIDED FOR INFO OF FBIHQ. 


ON OCTBER 19, 1983, AUSA, ADVISED] —_| 


b6 
b7C 
b3 


JUDGE 


we, 


| 1'- NEW vorK /%¢B 117k 477 


lL - SUPV. M-1 INFORMATION CONTAINED , 


t eee ks 2 
MEB:mms eet Ni ) Siston ‘ y a 


(2) 
CZ, 


— 4 


Per 
(Time) ( 


(Number) 





Approved: A Transmitted 
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TRANSMIT VIA: PRECEDENCE: CLASSIFICATION: 
O Teletype ) Immediate O TOP SECRET 
O Facsimile ~O) Priority O SECRET 
a 1) Routine © CONFIDENTIAL 
. 1 UNCLAS EF TO 
« « C] UNCLAS 


Date 

PAGE TWO NY 196B-1774 UNLCAS 

ausa[ _—_—_|apvisEp SEPTEMBER 30, 1983, INTERNAL REVENUE - 
-SERVICE (IRS) DELCARED A JEOPARDY ASSESSMENT ON MARCH RICH & CO. : 
INTERNATIONAL, LTD., AKA "CLARENDON A.G." IN THE AMOUNT OF $90 
MILLION. THIS REPRESENTS BACK TAXES, PENALTIES AND INTEREST. 
AS OF OCTOBER 19, 1983, IRS COLLECTED $22 MILLION AND CONTINUES 
SEARCH FOR ADDITIONAL FUNDS. IF If IS EVENTUALLY FOUND CLARENDON 
DOES NOT OWE ADDITIONAL TAXES, THE MONEY WOULD BE RETURNED WITH 
INTEREST. 

IRS CAN DECLARE JEOPARDY ASSESSMENT WHEN IT BELIEVES ULTIMATE 
COLLECTION OF A LEVY MIGHT BE JEOPARDIZED. ASSESSMENT WAS 
DECLARED BECAUSE OF PATTERN OF EVASIVENESS AND BECASUE CLARNEDON 


‘MIGHT BECOME INSOLVENT. ' 


G 


“tos 


COLLECTION OF $22 MILLION BY IRS AROSE OUT OF 51 COUNT 


INDICTMENT FILED SEPTEMBER 19, 1983 TO WHICH FBI CONTRIBUTED 


SUBSTANTIALLY. INVESTIGATION INVOLVED RICO SCHEME WHEREIN MYRIAD 
OF WIRE TRANSFERS WERE UTILIZED BY MARC RICH TO TRANSFER OFF-SHORE 


ILLEGALLY GENERATED OIL PROFITS ON WHICH U.S. TAXES WERE NOT PAID. 


Approved: _._ Ss C*STrarnSmitttecd LU COC éPer LL 
(Number) (Time) 
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FBI 


a 


TRANSMIT VIA: PRECEDENCE: 


O) Teletype () Immediate 
() Facsimile 0 Priority 
Os oe O) Routine 


PAGE THREE NY 196B-1774 


FD-515S TO FOLLOW BOTH ITEMS. 


CLASSIFICATION: 


ooooo 


TOP SECRET 
SECRET 
CONFIDENTIAL 
UNCLAS E F TO 
UNCLAS 


Date 


UNCLAS 


FBIHQ WILL BE KEPT ADVISED DEVELOPMENTS IN THIS CASE. 


Approved: ___.C*é«éCTrarnsiittte@ed 


(Number) 








Per 
(Time) 
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OPERATING A BUY-SELL CONTROLLED FOREIGN 
CORPORATION WITH A FIXED PLACE OF BUSINESS IN 
THE UNITED STATES 


Roy Albert Povell & L. Frank Chopin* 


foreign base company is a foreign corporation organized by 

United States interests—a U.S. citizen, resident, or domestic 

. entity—for the purpose of conducting foreign business operations. 
A principal motivation for the use of a foreign base company is the 

avoidance of direct U.S. income taxation (at the company level) 

and the deferral of indirect U.S. income taxation (at the U.S. 


shareholder level). This benefit inures because, unlike foreign 


branches of domestic corporations, foreign corporations are taxed 
in the United States only on certain income which has its source in. 
the United States or which is effectively connected with a trade_or 
-business carried on in the United States.’ This allows such compa- 
nies, assuming they are based in low or no tax jurisdictions, not ns 
only to avoid tax in the first instance but to accumulate and rein- ; 
vest their earnings while continuing to defer U.S. income taxation 
until such time as the earnings are actually distributed to the 
United States shareholders. Obviously, this result is not available 
to every foreign corporation and to the extent that such a corpora- 
tion is a “controlled foreign corporation” and receives certain 
“tainted” income, the tax benefits just described will be lost.? 
This article will consider in general terms the methodology for, 
and U.S. tax consequences of, utilizing a tax haven based company 
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. BUY 
. * Mr. Rovell :is: a. partner, in. the firm of Cadwalader,.Wickersham & Taft in ‘ew York, 
New York ‘and: inyPalm Beach, Florida. Mr. ‘Chopin i is an attorney with the firm o: Cadwala- 


1 See totes 17-41.1 infra and accompanying “text. 
* See notes 87-139 infra and accompanying text. 
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to :ngage in international sales transactions.* More specifically, it 
wi.’ focus on the, treatment of the corporation as a separaty taxable __- 
er ivy and as the true earner of its income; the direct United ~ 
S xtes taxation of foreign corporations; and the difficulties pcsed 

by United States anti-avoidance legislation. 


. 


I. BacKGROUND 










A. Recognition of the Corporate Entity 





As noted, a primary objective of the foreign base company is 
U.S. income tax deferral. The successful achievement of this objec- 
tive depends in the first instance on having the corporation treated 
as a taxable entity separate from its shareholders. Stated differ- 
ently, the foreign base company must.have substance, at Jeast such 
substance as will prevent it being treated as a sham or conduit. 

The basic test applied by courts in determining whether the sep- 
arate existence of a corporation should be given effect for tax pur- 
poses was phrased by the United States Supreme Court in Moline 
Properties, Inc. v. Commissioner‘ as follows: 














The doctrine of corporate entity fills a useful purpose in business 
life. Whether the purpose be to gain an advantage under the law of 
the state of incorporation or to avoid or to comply with the de- 
mands of creditors or to serve the creator’s personal or undisclosed 


convenience, so long as that purpose is the equivalent of business 


activit is followed by the carrying on of business by th Q- 


ration, the corporation remains a separate taxable entity,* 


The test appears to be an alternative one, requiring the corpora- 
tion to have either business purpose or business activity. In apply- 
ing Moline, however, some cases have held that the corporation 
should cease to be regarded as a gep»rate entity once its business 
activities have been discontinued.® 















* Care must be exercised so that the company’s income is not subject to a high rate of 
taxation by a foreign government. Tax consequences arising in jurisdictions outside the 
United States as well a» planning techniques for repatriation of accumulated foreign income 
are beyond the scope of this discussion. 

* 319 WS. 436 (1943). 

* Id. at 438-39 (emphasis added). 

* See, e.g., National Investors Corp. v. Hoey, 144 F.2d 466 (2d Cir. 1944) (subsidiary 
formed to hold securities to facilitate a consolidation treated as a separate corporation only 
as long as plan of consolidation proceeding, but not after plan abandoned); Minnesota Farm 
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Moline does not specify the quantum of business activity re- 
quired of a corporation to ensure its taxability as a separate entity; 
subsequent cases, however, indicate that it may be very small.” As 
one commentator suggests, “[mJinimal activity, such as signing .- 
leases, issuing a mortgage, [or] maintaining a bank account will ‘e 
enough to constitute ‘business activity’.”® In Moline, the corpora- 
tion was created to hold realty previously owned by its sole share- 
holder. The corporation’s existence was recognized because it had 
' assumed a mortgage, entered into a short term net lease of prop- 
erty, and sold property it held.*® 
When corporations are availed of only for tax avoidance pur- 
oses and have no business purpose or engage in little-orno activ. 
. ity, they willbe disregarded for U.S. income tax purposes.’° A gen- 
eral tax avoidance motive will not be sufficient, however, in the 
face of business purposes and/or business activity to strip a corpo- 
ration of its separately taxable status. As the Tax Court noted: 


se eee weriremene Rewer + ont 


The test, however, is not the personal purpose of a taxpayer in cre- 
ating a corporation. Rather, it is whether that purpose is intended 
to be accomplished through a corporation carrying out substantive 
business functions. If the purpose of the corporation is to carry out 
substantive business functions, or if it in fact engages in substan- 





Bureau Sec., Inc. v, United States, 63-1 U.S.T.C. £9138 (D. Minn. 1962) (subsidiary origi- 
nally formed to raise funds for parent held a “conduit” not separately taxable in a later 
“year of passive business purpose”). 

7 See, e.g., Britt v. United States, 431 F.2d 227, 237 (5th Cir. 1970). See also Baker & 
Rothman, Nominee and Agency Corporations: Grasping For Straws, 33 N.Y.U. Inst. Fev. 
Tax. 1255, 1281-84 (1975); Kronovet, Straw corporations: when will they be recognized; 
what can and should be done, 39 J. Tax. 54 (1973). 

* Kronovet, supra note 7, at 55. 

* See 319 U.S. at 437-38. For additional cases which have required only minimal corpo- 
rate activity to find a separate taxable entity, see Britt v. United States, 431 F.2d 227 (5th 
Cir. 1970) (investing in a partnership); Paymer v. Commissioner, 150 F.2d 334 (2d Cir. 1945) 
(obtaining a secured loan, even where there is no office or bank account); Photocircuits 
Corp. v. United States, 74-2 U.S.T.C. 1 9558 (Ct. Cl. 1974) (handling the licensing of patent 
rights by a dummy director who acted solely on the instructions of affiliated corporations); 
Stillman v. Commissioner, 60 T.C. 897 (1973) (holding a lease on behalf of a partnership); 
Bolger v. Commissioner, 59 T.C. 760 (1973), acq. 1976-1 C.B. 1 (financing the purchase of 
and leasing property immediately transferred to shareholders subject to lease and mortgage 
for no consideration); Bass v. Commissioner, 50 T.C. 595 (1968) (holding an undivided work- 
ing interest in oi) and gas leases subject to operating agreements); Siegel v. Commissioner, 
45 T.C. 566 (1966), acqg. 1966-2 C.B. 7 (investing in a joint venture). See also Cukor v 
Commissioner, 27 T.C.M. (CCH) 89 (1968). 

_** See Noonan v. Commissioner, 52 T.C. 907 (1969), aff'd per curiam, 451 F.2d 992 (9th 
Cir. 1971); Davis v. Commissioner, 29 T.C.M. (CCH) 749 (1970). 
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tive business activity, it will not be disregarded fur Federal tax 
Purposes.” 


An additional factor in determining corporate viability, one 
* Lich is at best difficult to evaluate, is the observance of corporate 
-vcmalities. If the corporation maintains an office and a bank ac- 
count, keeps separate and adequate books and records, holds 
whatever director or other meetings as are required and files U.S. 
and foreign tax and informational returns, the fact that it does so 
can only assist its efforts to achieve separately taxable status.?? 
However, such formalities alone are not controlling and it would 
seem unlikely that a corporation adhering to them but lacking in 
business purpose and activities could withstand a challenge. 


B. True Earner Principles 


A basic premise of U.S. tax law is that income is taxed to the 
person or entity that actually earns it. Once established as a sepa- 
rately taxable entity, the corporation must still demonstrate that it 
is the true earner of the income.'* Income is considered earned by 


the corporate entity if, through its employees _and agents, it per-_ 


forms significant _business functj ich generate the income." 
However, if an individual forms a corporation merely for the pur- 
pose of channeling income to it and the corporation does not per- 
form any significant income generation functions, income can be 
allocated to its true earner either under general assignment of in- 
come principles’® or pursuant to section 482 of the Internal Reve- 


OO eee 


" Bass v. Commissioner, 50 T.C. 595, 601 (1968). 

Compare Bass v. Commissioner, 50 T.C. 595, 598-99 (1968) with Ross Glove Co. v. 
Commissioner, 60 T.C. 569, 580-82 (1973), acg. 1974-2 C.B. 4. 

* A finding that a corporation is a separately taxable entity does not preclude realloca- 
tion of income. See Wilson v. United States, 530 F.2d 772, 778 (8th Cir. 1976); Philipp Bros. 
Chem., Inc. (Md.) v. Commissioner, 52 T.C. 240, 251 (1969), acg. 1973-2 C.B. 3, aff'd in part 
sub nom. Philipp Bros. Chem., Inc. (N.Y.) v. Commissioner, 435 F.2d 53 (2d Cir, 1970). 

** See Ross Glove Co. v. Commissioner, 60 T.C. 569, 594 (1973), acq. 1974-2 C.B. 4. A 
series of relatively recent cases, however, seems to indicate that, if a controlling share- 
holder's services generate income far in excess of compensation paid for those services, the 
Service may reallocate income to that shareholder under § 482. See Foglesong v. Commis- 
sioner, 621 F.2d 865 (7th Cir. 1986); Rubin v. Commissioner, 429 F.2d 650 (2d Cir. 1970). 
See generally Fuller, Section 482 Revisited, 31 Tax. L. Rev. 475 (1976), 

* Seeve.g., Shaw Constr. Co. v. Commissioner, 323 F.2d 316, 320 (9th Cir, 1963); Ameri- 
can Sav. Bank v. Commissioner, 56 T.C. 828, 839 (1971), acg. 1972-1 C.B. I: Aldon Homes, 
Inc. v. Commissioner, 33 T.C. 582, 604-05 (1959). In practical effect, the application of the 
assignment of incume doctrine and corporate entity analysis are closely connected, particu- 
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nue Code.?*® 


C. Direct Taxation of a Foreign Corporation 


2 
a 


A foreign corporation may be subject to either of two different 
regimens of U.S. federal income taxation depending on whether it 
is engaged in a trade or business in the United States and whether 
it receives certain categories of U.S. source passive income.’” More- 
over, it can be subject to both such regimens of direct taxation in 
the same taxable year. For U.S. tax purposes, the gross income of a 
foreign corporation includes only: (1) gross income effectively con- 

ected with the conduct of a trade or business within the United 
States; and (2) gross income, derived from sources within the 


United States, which is not effectively connected _with.a_U.S.trade. 
or _business.?® 

Whether a foreign corporation is engaged in the conduct of a 
trade or business within the United States is a question of fact; the 
answer depends upon the nature and extent of the corporation’s 
economic contacts with the United States.’* Historically, “trade or 











larly since “true earner” issues‘often turn on the extent of an entity’s business activity. See 
B. Bitrxer & J. Eusticz, FroeRat INCONE TAXATION OF CORPORATIONS AND SHAREHOLDERS € -, 
15.07 (4th ed. 1979) [hereinafter cited as Brrrxer & Eustice). 

© LR.C. § 482. See Foglesong v. Commissioner, 621 F.2d 865 (7th Cir. 1980); Philipp 
Bros. Chem., Inc. (N.Y.) v. Commissioner, 435 F.2d 53 (2d Cir. 1970). Section 482 grants the 
Service considerable authority to reallocate gross income, credits, and deductions between 
or among controlled taxpayers to prevent tax evasion or “clearly to reflect income.” See 
LR.C. § 482. The clear reflection of income standard is premised on an “arm’s length trans- 
action” which, for sales of tangible property, is determined in the regulations by reference to 
one of three pricing methods: comparable uncontrolled price, cost plus, and resale price. See 
Treas. Reg. § 1.482-2(e)(2) to -2(e)(4). See generally R. Ruoapgss & M. Lancgr, Income 
TAxaTION or Forzicn RELatep TRANSACTIONS §§ 7.11-.14 (rev. ed. 1981). If none of the three 
methods can reasonably be applied, or if some other method is clearly more appropriate, 
another pricing method can be used. See Treas. Reg. § 1.482-2(e)(1)(iii). Such other method 
has been employed by at least one court to permit an “economically reasonable” realloca- 
tion. See E. 1: Du Pont de Nemours & Co. v. United States, 608 F.2d 445, 456 (Ct. Cl. 1979), 
cert. denied, 445 U.S. 962 (1980). Such an expansive reading, however, has not followed in 
every casé. See United States Steel Corp. v. Commissioner, 617 F.2d 942 (2d Cir. 1980). 

See LR.C. $§ 881(a), 882(a); Treas. Reg. § 1.881-1(a) to -1(b). 

© See LR.C. § 882(b). 

‘* See Sperthacet Whaling & Shipping Co. S/A v. Commissioner, 30 T.C. 618, 631 (1958), 
aff'd, 281 F.2d 846 (6th Cir. 1960). The point at which business with the United States 
becdmés busihess within the United States appears to be a function of: (1) where produc- 
io# gctivities are Tocated; (2) where management and control exists: (3) where distribution, 
‘purchasing, ard financial functions take place; and (4) the relationship of the parties within 
the corporate structure, such a8 parent-subsidiary or main office-branch office, See BrrzakR 
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business” has meant progressive, continuous, or sustained activ- 
ity.2° While the Code does not define the activities necessary to 
constitute a trade or business, it does provide, subject to a minor 
excepticn,”4 that personal servi erformed within the United 
States at any time during the taxable year constitute a U.S. trade 
or business.”* Since a corporation is not a natural person but a ju- 
ridical entity, and thus can only act through its agents and em- 
ployees, it can engage in a U.S. trade or business only through the 
activities of its employees or agents performing services on its be- 
half within the United States.?* Consequently, regular and continu- 
ous activity, beyond mere clerical functions, performed by a for- 
eign corporation’s agents or employees in the United States 
probably would cause the corporation to be engaged in a trade or 
business within the United States.?* nada : 

The U.S. branch office of a foreign corporation that serves as a 
domestic purchasing office on a regular and continuing basis and 
which provides certain storage, managerial, and clerical functions 
with respect to property sold abroad by the corporation’s foreign 
office is engaged in a U.S. trade or business. As a result, it is sub- 
ject to direct U.S. federal income taxation on all of its income 
which is deemed “effectively connected” with its sales activities. 

The income of a foreign corporation which is effectively con- 
nected with the conduct of a U.S. trade or business is taxed at 


iP 





& Eustice, supra note 15, at 1 17.02. See generally Garelik, What Constitutes Doing Busi- 
ness Within the United States by a Non-Resident Alien Individual or a Foreign Corpora- 
tion, 18 Tax L. Rev. 423 (1963). 

3* See Commissioner v. Spermacet Whaling & Shipping Co., S/A, 281 F.2d €46, 651-52 
(6th Cir. 1960); Lewellyn v. Pittsburgh, B. & L.E. R.R., 222 F. 177, 185-86 (3d Cir. 1915). 

*t"The exception is the performance of personal services for a foreign employer by a non- 
resident alien temporarily present in the United States for 90 days or less for compensation 
not exceeding $3,000. See I.R.C. § 864(b)(1). See also id. § 861(a)(3). 

** See id. § 864(b); Treas. Reg. § 1.864-2(a). 

** See de Vegvar v. Commissioner, 28 T.C. 1055 (1957), acg. 1958-1 C.B. 4. See also Le 
Beau Tours Inter-American, Inc. v. United States, 547 F.2d 9 (2d Cir.:1976), cert. denied, 
431 U.S. 904 (1977); Tipton & Kalmbach, Inc. v. United States, 480 F.2d 1118 (10th Cir. 
1973); Commissioner v. Hawaiian Philippine Co., 100 F.2d 988 (9th Cir.), cert. denied, 307 
U.S. 635 (1939); Rev. Rul. 60-65, 1060-1 C.B. 270. 

™ See Lewellyn v. Pittsburgh, B. & L.E. R.R., 222 F. 177, 185 (3d Cir. 1915) (addressing 
the question of “engaged in trade or business” for state law purposes); Rev. Rul. 55-182, 
1955-1 C.B. 77, 79y The activities and residence of shareholders not otherwise agents or 
employees of the corporation, however, is not a factor in determining whether the corpora- 
tion is engaged in a U.S. trade or business. See de Vegvar v. Commissioner, 28 T.C. 1055, 
1060-61 (1957). See also Rev. Rul. 55-182 supra. 
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include U.S. source “fixed or determinable annual or periodical” . 
(FDAP) income,** capital gains,?” other U.S. source income,*® and 
certain types of foreign source income.”® 

Two statutory tests exist to determine whether U.S. Source 
FDAP income or U.S. source capital gains (or losses) are effectively 
connected with the conduct of a U.S. trade or business by a foreign ite 
corporation without a U.S. office.*° If either test is satisfied, the 
income or gain is effectively connected. The first is the “asset-use” 
test. If the income or gain is derived from assets used in, or held 
for use in, a U.S. trade or business conducted in the United States, 
it is effectively connected. The second is the “business activities” 
test. If the activities of a U.S. trade or business are a material fac- 
tor in the realization of the income or gain, such income or gain is 
effectively connected.”* If a foreign corporation without a U.S. of-- 


regular U.S. corporate rates." Effectively connected income may 
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fice is engaged in a trade or business in the United States, all other . 

classes of its U.S. source income, such as income derived from the a 

sale of inventory, are automatically classified as effectively con- e 
: nected income.** mat : 
i If a foreign corporation does not have an office or other fixed as 
| place of business in the United States, only U.S. source income is & 
eligible for characterization as effectively connected income.™* we 
; However, if a foreign corporation has an office within the United - 
i States, certain classes of foreign source income attributable to that >. 
i office are treated as effectively connected income.*® These classes ” 


of income include income derived from the sale of inventory 





* See I.R.C. § 882(a)(1). 


* See id. § 864(c)(2). FDAP income includes interest (other than original issue discount), af 
dividends, rents, salaries, and annuities which are paid in predetermined amounts at peri- 1% 
odic intetvals. See id. § 881(a)(1); Treas. Reg. §§ 1.881-2(b), 1.1441-2(a). bw 
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87 See LR.C. § 864(c)(2). e 

3* See id. § 864(c)(3). Section 864(c)(3) is a broad provision which draws in all other U.S. 
source incorhe once a company is engaged in a trade or business within the United States. 
The income need not be effectively connected to any particular trade or business; it is 
deemed to be. See id.; Treas. Reg. § 1.864-4(b), Ex. 3. 

*® See ILR.C. § 864(c)(4). 

* See id. § 8@4(c)(2). 

* See id. % 864(c)(2)(A); Treas. Reg. § 1.864-4(c)(1), -4(c)(2). 

* See LR.C. § 864(c)(2)(B); Treas. Reg. § 1.864-4(c)(3), -4(c)(3). ‘ 

* See ILR.C. § 864(c)(3); Treas. Reg. § 1.864-4(b). te 

% See 1.R.C. § 864(c)(4)(A); Treas. Reg. § 1.864-5(a). rh 

§ See LR.C. § 864(c)(4)(B)-(C); Treas. Reg. §§ 1.864-5, -6. ree 
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outside of the United States through a domestic office.*® 

Ce"tain items of U.S. source income, if not effectively gennected 
with ‘he conduct of a trade or business within the United States, 
are t-xed on a gross basis (without the benefit of dedueriong) at a 
thirt, percent rate, unless a lower treaty rate is applicable.*? This 
category of income consists of U.S. source FDAP income sid cer- 
tain miscellaneous forms of income, such as original issue discount 
and special types of income or gains otherwise accorde: capital 
treatment.** In the usual case, the tax liability of a foreign corpore- 
tion in respect of its U.S. source FDAP income is satisfied through 
withholding at the income source.*° 

Historically, capital gains of a foreign corporation not effectively 
connected with a U.S. trade or business have not been subject to 
direct U.S. federal income taxation.“’ Gain from the disposition of 
a United States real property interest after June 18, 1980, however, 
is now treated as being effectively connected with the foreign cor- 
poration’s U.S. trade or business even if such corporation other- 
wise has no U.S. trade of business.*™ 


II. Drrecr TAXxaTiON OF INTERNATIONAL SALES TRANSACTIONS 


To avoid direct U.S. federal income taxation of its international 
sales income, a foreign corporation otherwise engaged in a trade or 
business in the United States must observe the following three 
constraints. First, the property it resells—inventory items or prop- 
erty held for sale in the ordinary course of business—must be sold 
to a foreign purchaser outside of the United States. If the property 





* See LR.C. § 864(c)(4)(B)(iii). Other types of foreign source income that may be treated 
as effectively connected income if attributable to a U.S. office include rents, royalties, and 
gains (or losses) from intangible property, see id. § 864(c)(4)(B){i); and dividends, interest, 
and gains (or losses) from the sale or exchange of stocks or notes, bonds, or other evidences 
of indebtedness, and either derived from the active conduct of a banking business within the 
United States or received by a corporation the principal business of which is trading in 
stocks and securities for its own account. See td. § 864(c)(4)(B)(ii). Excluded from a foreign 
corporation's foreign source effectively connected income are dividends, interest, or royalties 
paid by a related corporation, see id. § 864(c)(4)(D)(i), and the subpart F income {as defined 
in § 952(a)) of a controlled foreign corporation. See id. § 864(c)(4)(D){ii). 

See id. §§ 881{a), 894. 

* See note 26 supra. 

** See LR.G, § 881(a)(2)-(4). 

** See id. §§ 1441-1464. 

“ See id. § 881; Treas. Reg. §§ 1.881-1(b)(2) to -2(a)(1). 

“tH See LR.C. § 897(a)(1). 
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were resold within the United States, the entire income derived 
from such sales would be U.S. source effectively connected in- 
come.*? Second, the foreign corporation’s foreign office must par- 
ticipate materially in the sales. Third, the products must beasold 
for use, consumption, or disposition outside the United States. 
These three constraints are examined below. It should be noted 
that a domestic corporation, other than a Domestic International 
Sales Corporation, is subject to direct U.S. federal income taxation 
on its worldwide income, regardless of place of sale, participation BY 
of a foreign office, or place of consumption of the goods sold. E 
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In general, the place of sale of personal property determines the 
source of the income derived from the sale.** Thus, “gains, profits 
and income derived from the purchase of personal property within 
the United States and its sale or exchange without the United 
States” are treated as income from sources without the United 
States.“ Though subject to varying interpretations by courts and 
the Internal Revenue Service in the past,*® the Code and present 
regulations define the place of sale as the place where rights, title, 
and interest pass from the seller to the buyer.*® Artifically ar- 
ranged transactions designed primarily for tax avoidance purposes, 

: however, may fall within another rule that requires consideration 
_ of all the factors of a transaction to determine “where the sub- 
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«* See id $§ 861(a)(6), 862(a)(6). 

“* Id. § 862(a)(6). See Treas. Reg. § 1.862-1(a)(6). Similarly, personal property purchased 
without the United States and sold within the United States yields U.S. source income. See 
LR.C. § 861(a}(6). Section 863(b)(2) (relating to allocation of income between U.S, and for- 
eign sources) is only applicable if the foreign corporation is manufacturing property within 
the United States and selling it without. 

‘* Compare Compania General de Tabacos de Filipinas v. Collector, 279 U.S. 306 (1929) 
and G.C.M. 8594, 1930-2 C.B. 354 with Commissioner v. East Coast Oil Co. S.A., 85 F.2d 
322 (5th Cir. 1934), cert. denied, 299 U.S. 608 (1936) and G.C.M. 25131, 1947-2 C.B. 85, 
declated obsolete, Rev. Rul. 69-45, 1969-1 C.B. 313. 

** See Treas. Reg. § 1.861-7(c). The regulation provides in relevant part: 

{A] salé of personal property is consummated at the time when, and the place where, 
the riphg, title, and interest of the seller in the property are transferred to the '» ‘er. 
Where Ware legal title is retained by the seller, the sale shall be deemed to hn oc: 
curred et the time and place of passage to the buyer of beneficial ownership a the 
risk of lous. 


i 
. * See id. §§ 861(a)(6), 882(a)(1). 
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stance of the sale occurred.’’*7 


B. Foreign Office and Majerial Participation f 





/.ssuming that the international rales take place gntside the 
United States, income derived therefrom will be foreign source in- 
come. This income still-may be subject to direct US. income tax, 
however, under the general Code rule that foreign source income 
derived from sales made through a foreign corporation’s U.S. office 
is effectively connected with that corporation’s U.S. trade or busi- 
ness.** An exception to this rule provides that income derived from 
the sale of inventory is not considered effectively connected if a 
foreign office of the foreign corporation participates materially in 
the sale.** Therefore, it is essential that the foreign corporation 
maintain a foreign office and that the office participate materially 
in the international sales transactions. 

In determining whether a foreign corporation has an “office” in 
a particular country for U.S. tax purposes, United States rather 
than foreign law is controlling.*° The regulations define an office 
(or other fixed Place of business) in terms of physical space, 
agency, and activity.®* In determining whether a foreign corpora- 
tion has a U.S. or foreign office, due regard must be given to all the 
facts and circumstances, particularly the nature of the corpora- ; 
tion’s business.®? 

The general definition of an office is “a fixed facility ... 
through which’. . . a foreign corporation engages in a trade or bus- 
iness.”** A fixed facility may be considered an office whether or 
not continuously used. If a foreign corporation sometimes uses 
another person’s office, however, that office will not be considered 
an office of the foreign corporation “if the trade or business activi- 
ties of the... foreign corporation in that office. . . are relatively 
sporadic or infrequent, taking into account the overall needs and 


—eeeeeeeeseseseseSeeO_OC 


“7 Id, 
* See LRG. § 864(c)(4)(B), 

*” See id, 8 864(¢)(A)(B) (ii), 

*° See ‘Treas, Reg. § 1,864«7(a)&3), 
See id. § 1.864-7(b) to -7(d). 
See id. 1.864-7(4)(2), 

x © Id. § 1,864-7(b)(1). 

** See id. 


. 
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conduct of that trade or business.”®* 

The office of a dependent agent may be considered to be the 
office of a foreign corporation if the agent has and regularly exer- 
cises the authority to negotiate and conclude contracts in the name 
of the foreign corporation or if the agent has a stock of merchéh- 
dise belonging to the foreign corporation from which orders are 
regularly filled.°* However, the office of an independent agent,. 
such as a general commission agent acting in the ordinary course of 
his business,®” will not constitute an office of the foreign corpora- 
tion irrespective of such agent’s scope of authority and activity.” 

Special rules apply with respect to employee activity. If an em- 
ployee regularly conducts business activities for his employer from ~ 
an office of his employer, such facility will constitute an office of 
the foreign corporation.®® If the employer does not maintain the 
office, however, the rules relating to dependent agents apply.®° 

Once the existence of a foreign office is established, that office 
must participate materially in the international sales because ma- 
terial participation is the key element in determining whether a 
‘ sale made through the U.S. office is attributable to that office or to 
} the foreign office. If the foreign office participates materially in a 
sale made through the corporation’s U.S. office, and the property 
is sold for use, consumption, or disposition outside the United 
States, then the U.S. office will not be considered to be a material 
factor in the realization of income from such sale.*’ Hence, the in- 
come will not be effectively connected and will not be subject to 
direct U.S. federal income taxation.*? The regulations specifically 
provide that a foreign corporation’s foreign office will be consid- 
ered to have participated materially in a sale made through the 
corporation’s U.S. office if the foreign office “actively participates 
in soliciting the order resulting in the sale, negotiating the contract 
of sale, or performing other significant services necessary for the 
consummation of the sale which are not the subject of a separate 
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Id. § 1.864-7(b)(2). 

* See id. § 1.864-7(d)(1). 

*t See id. § 1.864-7(d)(3)(i). 

* See id. § 1.864-7(d)(2). 

* See id. § 1.864-7(e). 

* See id.; note 56 supra and accompanying text. 
* See Treas. Reg. § 1.864-6(b)(3)(i). 

* See LR.C. §§ 664(c)(4)(B)(iii), 882(b). 
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agreement between the seller and buyer.”** In other :va-ds, the for- 
eign office must significantly contribute to, and must be an essen: 
tit element in, the realization of the income derived from ihe in- 
te-nxtional sales transaction.‘ The foreign office, however, is not 
re-;ired to be the “major,” as opposed to a “materjai” factor in 
the production of such income.** : 

The regulations provide that a foreign corporation’s foreign of- 
fice will not be considered to have participated materially in a sale 
solely by reason of any or all of the following activities; 


(a) the sale is made subject to the final approval of such office. . ., 
(b) the property sold is held in, and distributed from euch office 
. « + (c) samples of the property sold are displayed (but not other- 
wise promoted or sold) in such office . . ., (d) such office . .°. is 
used for purposes of having title to the property pass outside the 
United States, or (e) such office . . . performs merely clerical func- 
tions incident to the sale.°* 


Therefore, for a foreign corporation’s foreign office to be treated as 
having participated materially in international sales transactions, 
such office should solicit the sales order, negotiate the terms and 
contract of sale, and perform any other significant services neces- 
sary for the consummation of the sale. If the foreign corporation’s 
foreign office performs all of these functions it will be considered 
to have participated materially in the international sales transac- 
tion,*? whether or not the U.S. office conducts any or all of the 
following activities: purchasing the property sold in the interna- 
tional transaction; holding or distributing such property; display- 
ing samples, but otherwise not promoting or selling such property; 
exercising final approval over the international sales; performing 
clerical functions incident to such sales; and effecting occasional 
and unsolicited casual sales (so long as the U.S. office is not held 
out as the place where such orders should be sent).° 

The regulations thus provide a format for avoiding characteriza- 
tion of income derived from international sales transactions as ef- 





* Treas. Reg. § 1.864-6(b){3)(i). 
** See id. § 1.864-6(b)(1). 

** See idy 

* Id. § 1.864-6(b)(3){i). 

* See id. 

** See id. § 1.864-6(b)(2)(iii). 
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fectively connected income. The emphasis of the regulations is on 

economic reality: The foreign office must make a significant eco- 

- nomic contribution to the sale. Because such contributions may be 

evidenced only by objective criteria, it is essential to establish and 

promote the foreign office as a viable ongoing sales office.*° 

C. ‘Country of Use, Consumption, or Disposition em 

Assuming that a foreign corporation structures its international 

sales transactions so that the place of sale is not within the United 

» States and its foreign office participates materially in each sale, a 

third constraint still must be observed to avoid direct U.S. income 

tax on international sales income. The property a foreign corpora- 

tion sells must be sold for use, consumption, or disposition outside 

” . of the United States. If the property is sold for use, consumption 

i or disposition within the United States, the income derived from 

such sales will be deemed to be effectively connected with a U.S. 
| 
: 
| 
i 
i 
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trade or business.”° 

To determine whether property is sold for such ultimate use, 
consumption, or disposition outside of the United States, the regu- 
lations provide one set of rules applying to sales to unrelated per- 
sons and another set for sales to related persons. Personal property 
sold to an unrelated person is presumed to have been sold for use, 
consumption, or disposition in the property’s country of destina- 
tion.” A temporary interruption in shipment occurring in a differ- 
ent country will not cause that country to be considered the coun- 
try of destination.”? There is, however, an exception to the general 
rule. If at the time of sale the foreign corporation knew or should 
have known, from the facts and circumstances surrounding the - 
transaction, that the property would not be used, consumed, or 
disposed of in the country of destination, the foreign corporation 
must determine the country of ultimate use, consumption, or dis- 











* If @ foreigri cotporation is found not to have a foreign office or such office is found not 
to have participated materially, the amount of income allocable to the foreiyn corporation's 
U.S. cffice arid subject to direct U.S. federal income taxation cannot exceed the amount 
which would bé ticated as income from sources within the United States if the foreign cor- 
poration had sole tie goods or merchandiae in the United States. See I.R.C. § 864(c)(5)(C's 
Treas. Reg. § 1234-6(c)(2). See also id, 1.9¢4-6(c)(3), Ex. 2. 

7 See LR.C. § 864(c)(4)(B) (iii); Treas. Reg. § 1.864-6(b)(3)(i). 

™ See Treas. R&#. § 1.864-6(b)(3)iii)(a). 

3 See id. 
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position. If such determination is not made, the property js pre- 
stmed to have been sold for ultimate use, consumption, or disposi- 
tion in the United States.” 

Personal property sold to a related person is presuined to have 
been sold for use, consumption, or disposition in the United States 
unless the foreign corporation establishes the use made of the 
property by the related person.” If the foreign corporation can e3- 
tablish that the related corporation has disposed of the property, 
the rules with respect to sales to unrelated persons apply at the 
first stage of distribution at which a sale is made by a related per- 
son to an unrelated person.”* A person is related to another person 
if either person owns or “controls” the other, either directly or in- 
directly, or if any third person(s) owns or “controls” both, either 
directly or indirectly. “Control” includes any kind of control, 
whether or not legally enforceable’ and however exercised or 
exercisable.7* 

A foreign corporation that sells personal property to any person, 
related or unrelated, whose principal business consists of selling in- 
ventory to retail outlets outside of the United States may assume 
.at the time of such sale that the property will be used, consumed, 
or disposed of outside the United States.”” 

A special rule applies to sales by a foreign corporation of prop- 
erty which, because of its fungible nature, cannot be specifically 
traced through secondary purchasers to countries of ultimate use, 
consumption, or disposition. The rule applies only when “the [for- 
eign corporation] knew, or should have known from the facts and 
circumstances surrounding the transaction, the manner in which 
the first purchaser disposes of property from the fungible mass.””* 
In such instances, unless it establishes a different disposition as 
being proper, the foreign corporation must treat the property as 
sold for ultimate use, consumption, or disposition in those coun- 
tries’ and to those other purchasers in the same proportions in 
which property from the fungible mass of the first purchaser is 





3 See id. 
™ See id. 
™ See § 
™ See id. 
™ See id. 
7 Td. § 1.864-6(b)(3)(ii)(b). 
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sold in the ordinary course of business by such first purchaser.”® : 
No apportionment, however, is required to be made on the basis of : 
sporadic sales by the first purchaser.*° 

If a foreign corporation structures its international salgs activi- 
ties so that its sales take place without the United States, a foreign 
office participates materially in the sales, and the goods are sold 
for use, consumption, or disposition outside the United States, the 
income derived from such sales will be treated as foreign source 
income not effectively connected with a U.S. trade or business and 
thus not subject to direct U.S. income taxation. If, however, the 
foreign corporation fails to observe any of the above constraints‘ 
with respect to its transactions, the income derived from such 
transactions will be treated as effectively connected income and - 
will be subject to direct U.S. income taxation at regular corporate 
rates. 


D. Caveats 


If a foreign corporation plans to take advantage of the available 
tax benefits, it must conduct its affairs so that it is recognized as a 
viable corporation and the true earner of the income derived from 
its international sales transactions. In particular, it should hold 
annual shareholders’ and directors’ meetings; keep its own books, 
records, and bank accounts outside the United States; conduct its 
day to day business activities from an office outside the United 
States; file both foreign and domestic informational and tax re- 
turns where necessary; comply with all locally imposed exchange 
control regulations; conduct business in its own name and for its 
own benefit; and adhere to all other corporate formalities.*? If ef- 
forts are not made to constitute the foreign corporation as a viable 
and ongoing business entity, its income could be reallocated to 
those of its shareholders or affiliates which actually earned the 





See id. 

* See id. 

" See notes 4-16 supra and accompanying text. 

** The foreign corporation should also have corporate stationery, invoices, telephore and 
telex numbers; take title to property in its own name and assume the benefits and burdens 
of ownership; negotiate all transactions in its own name; have its own employees and sgents; 
enter into wiitten employment contracts with its employees, containing reasonable ccvapen- 
sation termi3 and covenants not to compete; and reimburse employees for expenses |:2rson- 
ally incurred in connection with their employment. 
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income. 


Ir. addition, any U.S. source income or effectively conuected for- 
eigr: source income of the foreign corporation may be syject tc the 
accumulated earnings tax.** The accumulated earnings tax is an 
adaitional tax imposed on a corporation “formed or avafied of for 
the purpose of avoiding the income tax with respect te {ta share- 
holders or the shareholders of any other corporation, by peymitting 
earrings and profits to accumulate instead of being divided or dis- 
tributed.”** The tax may be applicable to a foreign corposation if 
any of its shareholders are subject to direct U.S. federal income tax 
as citizens or residents of the United States, or if its shareholders 
are foreign corporations in which a beneficial interest is owned, di- 
rectly or indirectly, by any U.S. person.** 

If a foreign corporation derives no income subject to direct fed- 
eral income taxation, it will not be subject to the accumulated 
earnings tax. A foreign corporation may become subject to the tax, 
however, if, for example, it derives effectively connected income 
with respect to its international sales transactions because its for- 
eign office did not participate materially in the sales, or if it has 
U.S. source investment income.** Thus, if care is not taken in con- 
ducting a foreign corporation’s international sales activities, its in- 
come could become subject not only to direct U.S. federal income 
taxation at the regular corporate rates but also to the accumulated 





* See LR.C. §§ 531-537; Treas. Reg. § 1.532-1(c). 

™ LR.C. § 532(a). The rate of tax is 272 % of the first $100,000 of a corporation’s ‘‘accu- 
mulated taxable income” and 38% % of any amount of such income in excess of $100,000. 
See id. § 531. 

* See Treas. Reg. § 1.532-1(c). The tax, however, does not apply if the foreign corpara- 
tion is either a personal holding company or a foreign personal holding company. See id. § 
1.532-1(b). Neither the personal holding company nor the foreign personal holding company 
provisions apply if no group of five or fewer individuals owns more than 50% of the value of 
the foreign corporation’s stock, either directly or indirectly. See LR.C. §§ 542(a)(2), 
552(a)(2). 

Whether the accumulated earnings tax applies to publicly-held corporations is somewhat 
unclear. Compare Trico Prods. Corp. v. McGowan, 169 F.2d 343 (2d Cir.), cert. denied, 335 
U.S. 899 (1948) and Trico Prods. Corp. v. Commissioner, 137 F.2d 424 (2d Cir.), cert. de- 
nied, 320 U.S. 799 (1943) with Golconda Mining Corp. v. Commissioner, 58 T.C. 139 (1972), 
rev'd, 507 F.2d 594 (9th Cir. 1974). The Service has taken the position that the tax is appli- 
cable to publicly-held corporations. See Rev. Rul. 75-305, 1975-2 C.B. 228. 

* See Treay Reg. § 1.535-1(b). If a foreign corporation is subject to the accumulated 
earnings tax but fails to file a U.S. tax return, neither the accumulated earnings credit nor 


any other deductions will be allowed in computing the accumulated earnings tax due. See 
id. 
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earnings tax on the undistributed amounts of its income. 


III. Inprrect TAXATION oF UNITED STATES SHAREHOLDERS 


While a foreign corporation may escape direct U.S. ee We at 
the corporate level on its income earned from international sales 
transactions, United States persons who are shareholders of a for- 
eign corporation may be exposed to U.S. tax on the corporation’s 
earnings even though they have not received a dividend distribu- 
tion. This can occur if the corporation is a controlled foreign cor- 
poration or a foreign personal holding company. The following ma- 
terial discusses the central elements of the controlled foreign 
corporation and foreign personal holding company provisions and 
how they might be avoided by a foreign corporation engaged in ; ; 
international sales transactions. : 


« 


A. Controlled Foreign Corporation Status 


A controlled foreign corporation (CFC) is any foreign corpora- 
tion in which more than fifty percent of the total combined voting 
power of all classes of stock entitled to vote is actually or construc- 
tively owned by United States shareholders on any day during the 
corporation’s taxable year.*? A United States shareholder is any 
U.S. citizen, resident, partnership, corporation, estate, or trust that” ~ 
actually or constructively owns ten percent or more of the total 
combined voting power of a foreign corporation.** Thus, largely or 
wholly-owned foreign subsidiaries of domestic corporations and 
many “closely held” foreign corporations are classified as CFCs. 

A CFC’s United States shareholders are generally required to in- 
clude the corporation’s net subpart F income plus the corporation’s 
increase in earnings invested in United States property in their 
gross income whether or not such amounts were actually distrib- 
titted by the CFC.**® Thus, care must be exercised in monitoring the 





7 See 1.R.C. § 957. If the United States shareholders exercise effective control, the for- 
elgn entity may still be characterized as a CFC, even though the more than 50% ownership 
threshold may not be satisfied. See Treas. Reg. § 1.957-1(b)(2). See also Koehring Co. v. 
United States, 683 F.2d 313 (7th Cir. 1978). 

See LR.C. $§ 951(b), 957(d). The constructive stock ownership rules governing subpart 
F appear in § 958. See id. § 958. 

& See id. § 951(a). United States shareholders of a CFC are taxable only if: (1) the cc:po- 
rion is a CFC for an uninterrupted period of 30 or more days during the taxable year: and 
(2} such shareheldefs actually or constructively own stock in the corporation on the last day 
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CFC’s activities so that its income {e not characterized as subpart 


F income or as an increase in jnvestments in United States 
preperty. 


B. Amounts Includable in United States Shareholders’ Income 


The shareholders of a CFC that engages in international sales 
transactions have three areas of concern with respect to corporate 
earnings which may be includable in their income. These areas in- | 
clude two types of foreign base company income: foreign base com- 
pany sales income and foreign personal holding company income.” 
The third area is the increase in investment in United States 
property.” 


I. Foreign Base Company Income —- - , 


The sale or purchase of personal property involving a related 
person may give rise to foreign base company sales income 
(FBCSI).*? A person is a related person if such person is one of the 
following: an individual, partnership, trust, or estate which con- 


__ trols the CFC; a corporation which controls or is controlled by the 


CFC; or a corporation which is controlled by the same person or 
persons that control the CFC.® For this purpose, “control” means 
the ownership, whether direct, indirect, or constructive, of more 
than fifty percent of the total combined voting power of the corpo- 





during the taxable year in which it is a CFC. See id. 

The amount of the increase in earnings invested in United States property that is includ- 
able in the shareholders’ incomes is subject to certain limitations. See, e.g., id. §§ 952(c); 
956(a)(1); 959(a)(2), (b). See also Rev. Rul. 76-538, 1976-2 C.B. 230 (subpart F income not 
again includable in the income of United States shareholders as an increase in investment in 
United States property). 

Includable income is subject to direct U.S. federal income tax at rates up to 70%. See 
LR.C. § 1. The rate is reduced to 50% for taxable years beginning after 1981. See Economic 
Recovery Tax Act of 1981, Pub. L. No. 97-34, § 101, 95 Stat. 172. Section 962 allows United 
States shareholders who are individuals to elect to be taxed at corporate rates. See 1.R.C. § 
962. 


* Foreign base company income is in turn a component of subpart F income. See I.R.C. § 
952(a)(2). 

* For purposes of this discussion, it is assumed that the CFC will not participate in inter- 
national boygotts, pay illegal bribes, or engage in any other activities which produce subpart 
F income in any other categories. See id. § 952(a)(3)-(4). 

*? See id. § 954(d). 

See id. § 954(d)(3). 
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ration.™ If neither the manufacturing corporation nor the purchas- 
ing foreign corporation is a related party and the “branch rule’®® 
does not apply, the CFC will not realize FBCSI from its interna- 
tional sales transactions. 

Generally, a CFC may derive FBCSI where a related pers¢h is 
any of the following: (1) the person from whom the CFC purchases 
the property which it sells; (2) the person on whose behalf the CFC. 
sells the property; (3) the person to whom the CFC sells the prop- 
erty which it purchases; or (4) the person on whose behalf the CFC 
purchases the property.** However, even if a related person is in- 
volved in the sales transaction, FBCSI will not arise in the follow- 
ing three situations: if the personal property is considered to be 
manufactured, produced, grown, or extracted within the country in 
which the CFC is created or organized;® if the property is sold for 
use, consumption, or disposition within that country;*® or if the 
CFC manufactures or produces the property.®® These general prin- 
ciples for recognition and nonrecognition of FBCSI also apply 
within the context of the “branch rule.” —, 

Although rarely, if ever, raised by auditing agents because of its 
esoteric and complex nature, the “branch rule” must also be con- 
sidered in planning for international sales transactions. The rule, 
contained in section 954(d)(2) of the Code’ and delineated more 


explicitly in the regulations,’ may cause a CFC’s selling or 
purchasing branch located outside of the CFC’s country of incorpo- 
ration to be deemed a wholly-owned subsidiary of the CFC and 
therefore a related person with respect to the CFC.?° The branch 
rule applies if, by reason of the separation of selling or purchasing 
activities through the use of a branch, substantial tax savings are 


™ See id. Because the relevant ownership rules are broad, see id. § 958, care must be 
taken in determining whether a corporate buyer or seller is related. Note that non-U.S. 
individuals or entities may be related persons. See Treas. Reg. § 1.954-1(e). 

* See LR.C. § 954(d)(2). See also notes 100-09 infra and accompanying text. 

* See ILR.C. $ $54(d)(1). In the last situation, no sale of the property by the CFC is 
required. Presumably this situation arises when a CFC receives commissions as a purchasing 
agent for e telated person. 

*T See Treas. Reg. § 1.954-3(a)(2). 

* See id. § 1.954-3(a)(3). 

* See id. § 1.954-3(a)(4). 

1 TRC. § 954(d)(2). 

4 See Treas. Rez. § 1.954-3(b). 

ia A separate rile applies to manufacturing branches. See id. § 1.954-3(b)(1)(ii). 
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obtained in the CFC’s home jurisdictina. 

T. determine whether the requisite tax savings exisi, tne effec- 
tive .ate of tax imposed on the income allocated to a branch under 
cert . n rules is compared to the tax rate that would be imposed on 
such income if it were taxed in the CFC’s country of incorporation. 
If a branch’s income is effectively taxed at a rate less than ninety 
percent of, and at Jeast five percentage points less than, the rate of 
tax which would have been imposed if the income were sourced in 
the CFC’s country of incorporation, the requisite tax savings theo- 
retically exist, and the branch could be deemed a separate, wholly- 
owned subsidiary of the CFC for purposes of determining 
FBCSI.?° In the case of multiple branches, the comparison is ap- 
plied to each branch separately.’ 

The branch rule does not apply if the CFC is incorporated in a 
country with no income tax, as no tax savings would result from 
establishing a purchasing or selling branch outside that country. 
Accordingly, absent other pertinent considerations, these “tax ha- 
ven” jurisdictions probably should be selected if branching activi- 
ties are contemplated. For example, the Bahamas, Bermuda, the 
Cayman Islands, and Vanuatu currently impose no income taxes 
and may be suitable as a CFC’s home jurisdiction. In contrast, 
Costa Rica, Hong Kong, Liberia, Panama, and many other jurisdic- 
tions, although possibly preferable for other reasons, may well 
cause branch rule difficulties because their varying income tax sys- 
tems may produce differences in effective rates of tax which satisfy 
the regulatory criteria of the branch rule, even though they are not 
extraterritorial in effect for revenue purposes. 

Assuming the branch rule is applicable, income derived by a 
sales branch ultimately will constitute FBCSI only if sales are 
made for use, consumption, or disposition outside the country in 
which the sales branch is located.’® Similarly, a branch located 
outside the country of incorporation and utilized only for purchas- 
ing property from either related or unrelated parties on behalf of 
the CFC for resale by the selling branch may, by operation of the 
branch rule, be deemed to derive FBCSI1 from commission or ser- 
vice fees in connection with such purchases, only if it purchases 


iN a ee 


108 See id § 1.954-3(b)(1)(i). 
** See id, § 1.954-3(b)(1)(i)(c). 
1 See id. § 1.954-3(b)(2)ii)(e), -3lad(3). 
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property manufactured outside the country in which such purchas- 
ing branch is located.?°* 

The branch rule is applied solely for the purpose of determining 
FBCSI of the CFC, which forms one component of subpart F in- 
come to be included in the income of United States sharehold- 
ers.'°? The provisions of sections 954(b)(3) and 954(b)(4) of the ~ 
Code apply separately to each branch and to the remainder of the 
CFC.?°* For all other purposes, the branches are not treated as sep- 
arate corporations.’ 

A CFC engaged in international sales ‘activities can take several 
steps to eliminate or minimize FBCSI. It should refrain from deal- 
ing with, or on behalf of, related persons, except when the property 
purchased or sold is manufactured or is sold for ultimate use, con- 
sumption, or disposition within the country in which the CFC is 
; organized. If the CFC intends to establish selling or purchasing 

branches, it should be located in a jurisdiction with no or very low 
| income tax so that its branches will not be deemed to be wholly- 
| owned subsidiaries and related parties: under the branch rule. 
| A second category of foreign base company income is foreign 


é 


personal holding company income (FPHCOI).?*° This is generally 
income of a passive nature such as dividends, interest, or gain from 
the sale or exchange of stock or securities.""? Although an interna- 
tional sales company ordinarily will derive its income primarily 
from its sales activities and reinvest its profits in the business, care 
must be taken in monitoring income from investments of excess 
cash. 

In the event that a CFC does receive FBCSI or FPHCOI, it may 
be able to reduce or eliminate the tax consequences of such income 
under the ‘10-70 rule’? or under the provisions relating to for- 
eign corporations not availed of to reduce tax.’?* The 10-70 rule 
excludes de minimis amounts of foreign base company income, 
such as FBCS!I or FPHCOI, from classification as subpart F in- 








1 See id. § 1.954-3(b)(2)(ii)(e), -3(a)(2). 
17 See id. § 1.954-3(b)(3). 
18 See id. 
'* See id. 
4° See LR.C. § 954(0). 
" See id, 
’ Nt See id. § 954{hi(3). 
"9 See id. § 954(b)(4). 
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come, if, in the’ aggregate, the fureign base company income 
ar.‘ounts to less than ten percent of a CFC’s groes jicoxne. Con- 
ve zely, foreign base company income in excess of seygniy percent ~. : 
of 1 CFC’s gross income causes all af the gross income {py that year 
tu ve treated as subpart F income.*** 
For example, assume that a CFC derives $91 of incotne which is 
not foreign base company income and $9 of FBCSI frem its trans- 
actions in a taxable year. None of its income in that yesr {fs treated 
as subpart F income."* Conversely, assuming $100 of grass income, 
if $71 is FPHCOI, then all of the CFC’s gross income for the taxa- 
ble year, including the $29 of other income, is treated as subpart F 
income."’* If a CFC derives an amount of foreign base company 
income which is ten percent or more of its gross income, but less 
than seventy percent, then a proportionate amount of income is 
treated as subpart F income after reduction by the amount of de- 
ductions properly allocable thereto."?” 
In addition, a CFC can reduce or eliminate its FBCSI, if any, if 
the countries in which it is incorporated and in which its branch or 
branches are set up are chosen so as to fall within the exception 
regarding foreign corporations not availed of to reduce tax.!"® 
A CFC and its shareholders will not be subject to both a direct 
and an indirect U.S. federal income tax on the same income be- 
cause U.S. source business income derived by a CFC is excluded 
from classification as subpart F income’’® and because foreign 
source income effectively connected with the conduct of a U.S. 
trade or business which is classified as FBCSI or FPHCOI is sub- 
ject to taxation indirectly under subpart F but is not directly taxed 
to the CFC.?*° Thus, if the CFC either does not maintain a foreign 
office or the foreign office does not materially participate in the 
international sales transactions, and either the CFC deals with re- 








6 See id. § 954(b)(3). With respect to sales transactions. gross income means gross re- 
ceipts minus cost of goods sold. See Treas. Reg. § 1.952-2(c)(4). , 

NS See ILR.C. § 954(b)(3)(A). 

"© See id. § 954(b)(3)(B). 

"7 See id. § 954(a)(1)-(2). This example assumes that none of the other exclusions, excep- 
tions, or limitations of subpart F are applicable. See, ¢.g., id. §§ 951(a)(1). (d); 952(b)-(d); 
954(b)(2), (4). 

"e See ed. § 954(b)(4). See also Treas. Reg. § 1.954-1(b)(4); Rev. Rul. 72-357, 1972-2 C.B. 
456; Pvt. Ltr. Rul. 7850033 (Sept. 14, 1978). 

"® See ILR.C. § 952(b). 

129 See id. § 864(c)(4)(D){ii). 
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lated persons or the branch rule applies, the priority rules elimi- 
nate the threat of double taxation that would otherwise result. 
However, the deferral of tax on the CFC’s profits is lost. 
2. Investments in United States Property : 4 

The United States shareholders of a CFC may be taxable on the 
increase in the CFC’s investment of earnings in United States 
property.'*? The taxable increase is computed by comparing the 
amount of the United States property investment at the end of the 
current year with the corresponding amount at the end of the pre- 
ceding year.’?? A CFC may increase its investment in United States 
property without tax consequence only so long as it does not own 
or hold such property on the last day of its taxable year.’** 

Because United States property includes tangible property lo- 
cated in the United States,’** a CFC should avoid owning or being 
treated as owning such property. Therefore a CFC should lease 
rather than purchase its U.S. office and equipment. The office 
lease should not be for an unduly long term in order to insulate the 
lease from classification as realty. 

United States property also includes stock or obligations of a 
United States shareholder of the CFC, as well as stock or obliga- 
tions of a domestic corporation if, immediately after acquisition by 
the CFC, twenty-five percent or more of the domestic corporation’s 
voting stock is owned or is considered as owned, by United States 
shareholders of the CFC.'® Thus a CFC should not invest in or 
make loans to related United States persons or guarantee or pledge 
property to secure an obligation of one or more of its 
shareholders.?*° 


1 See id. § 951(a)(1)(B). 

83 See id. § 956(a). The amount of the increase in investment in United States property 
that is includable in the income of a CFC’s United States shareholders is limited to an 
amount which “would have constituted a dividend” if distributed. See id. § 956(a)(1). Fur- 
ther, any amounts previously included in a United States shareholder’s income under sub- 
part F are not required to be included again as an investment in United States property. 
See id. § 959(a). 

93 See id. § 956(4)(1). See also Treas. Reg. § 1.956-1(a), -1(c)(2), Ex. 1. 

™ See LR.C. § $56(b)(1)(A). 

* See id. § 956(b)(1)(B)-(C), (2)(F). See also id. § 958 (rules for determining stoc} 
ovmership). : 

1 See id. § 956(c). A United States shareholder, however, might pledge his stock in + 
CFC to secure his @: her personal indebtedness without adverse consequences under § 956 
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United States property does not include the following items: (1) 
obli ‘ations of the United States,!*” states, municipalities, or U.S. 
pos, vssions;!** (2) money;’*® (3) deposits with persons carrying on 
the »anking business;?*° (4) property located in the United States 
which is purchased in the United States for export te ar use in 
foreign countries;'*' (5) obligations of United States persons arising 
in connection with the sale or processing of property if the amount 
of such obligation never exceeds an amount which is ordinary and 
necessary to carrying on the trades or businesses of the transacting 
parties;’*? and (6) stock or obligations of a domestic corporation 
which is neither a United States shareholder of the CFC nor a do- 
mestic corporation twenty-five percent or more of the total com- 
bined voting power of which, immediately after the acquisition of 
its stock by the CFC, is owned or is considered as owned by the 
United States shareholders in the aggregate.’** Thus, a CFC may 





Compare Ludwig v. Commissioner, 68 T.C. 979 (1977), nonacq. 1978-2 C.B. 4 with Rev. Rul. 
76-125, 1976-1 C.B. 204. But see Treas. Reg. § 1.956-2(c)(2) (a pledge made after Sept. 8, 
1980 by a shareholder of at least 23 of the total combined voting power of all classes of stock 
entitled to vote is considered an obligation of the corporation under § 956(c)). 

"7 See LLR.C. § 956(b)(2)(A). 

"¢ See Rev. Rul. 72-454, 1972-2 C.B. 457; Rev. Rul. 71-14, 1971-1 C.B. 218. 

#9 See LR.C. § 956(b)(2)(A). 

1° See id, Deposits that serve directly or indirectly as a pledge or guarantee for an obliga- 
tion of a United States person are treated as United States property. See Treas. Reg. § 
1.956-2(b)(1)(i), -2(c)(2). If the amount deposited is subsequently loaned to a CFC's share- 
holders in a “back-to-back” transaction, however, it may be deemed an investment in 
United States property. See Rev. Rul. 76-192, 1976.1 C.B. 205. 

To the extent that income derived from the deposits is not effectively connected with a 
US. trade or business, it will be treated as foreign source income not subject to direct U.S. 
federal income taxation. See LR.C. § 861(a)(1)(A). (C). 

™ See LR.C. § 956(b)(2)(B); Treas. Reg. § 1.956-2(b)(1)(iv). 

"2 See LR.C. § 956(b)(2)(C). Whether an amount is ordinary and necessary is determined 
by considering all the facts and circumstances. See Greenfield v. Commissioner, 60 T.C. 425 
(1973), aff'd, 506 F.2d 972 (Sth Cir. 1975); ‘Preas. Reg. § 1.956-2(b)(1)(v). 

An “obligation” of a United States person, other than an indebtedness arising in connec- 
tion with a sale or processing of property, does not include an indebtedness which is col- 
lected within one year from the time it is incurred, or matures within one year from the 
time it is incurred but is not collected within such period solely because the debtor is un- 
willing or unable to pay. See Treas. Reg. § 1.956-2(d)(2)(ii). A failure to collect an indebted- 
ness within the one year period will not be attributable to inability or unwillingness on the 
part of the debtor to make payment unless the creditor clearly establishes that he has made 
reasonable forts to collect the indebtedness within the year. See id. See also Dougherty v. 
Commissioner, 60 T.C. 917 (1973). Abuse of this technique may yield unfavorable results. 

193 See LR.C. § 956(b)(2)(F). U.S. source interest and dividends will be subject to with- 
holding at the source under § 1442 unless effectively connected with the conduct of the 
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own any of these types of property at the end of the taxable year Re 
without adverse tax consequences to its United States 
shareholders. 


B. Foreign Personal Holding Company Status 8 


The applicability of the foreign personal holding company ~ 
(FPHCO) provisions is contingent upon satisfying both an owner- 
ship and an income test. The ownership test is met if more than 
fifty percent in value of the outstanding stock of a foreign corpora- 


tion is owned directly or indirectly at any time during the taxable : 
year by or for not more than five individuals who are citizens or 


residents of the United States.!** The income test is met if at least . 
sixty percent of a foreign corporation’s gross income qualified as 
FPHCOI.'** If the corporation was a FPHCO in a prior year, under 
certain circumstances fifty percent FPHCO! is sufficient to meet 
the income test in subsequent years.’** 
If a foreign corporation meets both the ownership and income 
tests, its United States shareholdérs’®’ will be deemed to have re- 
ceived a dividend equal to the amount of the corporation’s undis- 
tributed FPHCOI.** Such income is subject to U.S. federal income 
taxation at rates up to seventy percent (fifty percent for years be- 
ginning after 1981).'*° A corporation can avoid the FPHCO rules if 
it maintains a high level of gross income from its international 


i LL 


CFC’s U.S. trade or business. The impact of U.S. withholding taxes and the potential inclu- 
sion of the interest and dividends in a United States shareholder's gross income under the 
controlled foreign corporation or foreign personal holding company provisions must be con- 
sidered before making any such investment. Moreover, if the CFC is not a foreign personal 
holding company, such income could cause it to qualify as a personal holding company if the 
stock ownership requirement is met. See notes 134-39 infra and accompanying text. 

14 See LR.C. § 552(a)(2). See also id. § 554 (constructive ownership rules). 

1 See id. § 552(a)(1). 

186 See id, Note that the definition of FPHCOI is broader under the FPHCO provisions 
than it is for purposes of subpart F. See id. § 954(a). 

437 For purposes of the FPHCO provisions, a United States shareholder is a citizen or 
resident of the United States, a domestic corporation, a domestic partnership, or an estate 
or trust which is 2 shareholder in a FPHCO. See id. § 551(a). 

9 See id. $§ 551-552. Undistributed FPHCOI is defined in § 556 to be the taxable in- 
come of the FPHCO after applying the adjustments enumerated in § 556(b) and subtracting 
the deduction allowed by § 561 for dividends paid. See id. § 556. 

The accumulated éarnings tax provisions do not apply to foreign personal holding ccm, - 
nies. See id. § 522(b)(2). 

2° See id. § i; rete 89 supra. 
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sales activities. The rules can present problems, however, if sales 
act'ities decline, and the corporation has a high levai of invest- 
meé::t income. The monitoring of income sources should be under- 


tal. to ensure that a foreign corperation does not qualify as a 
FPHCO. 


IV. Concussion 


A controlled foreign corporation can be utilized to achieve defer- 
ral of U.S. income taxation. The central elements for successful 
deferral are the creation of a viable corporation, the minimization 
of effectively connected foreign source income, and the avoidance 
of subpart F income and the foreign personal holding company 
rules. Deferral can be achieved by careful planning patterned after 
the guidelines set forth by the courts and the regulations. 
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ete UNITED STATES DISTRICT COURT 


SOUTHERN DISTRICT OF NEW YORK 


GREETINGS: 


WE COMMAND YOU that all business and excuses being laid aside, you appear and attend 
before the GRAND INQUEST of the body of the people of the United States of America for 
the Southern District of New York, at a District Court to be held at Room 1401 in the 


United States Courthouse, Foley Square, in the Borough of Manhattan, City of New York, 
on the | | to 


testify and give evidence in regard to an alleged violation of; a 


and not to depart the Court without leave thereof, or of the United States Attorney, 
and that you produce at the time and place aforesaid the following: Be 





And for failure to attend and produce the said documents you will be deemed guilty 
of contempt of Court and liable to penalties of law. 


Dated: New York, N.Y. 
October 24, 1983 


United States Attorney for the 
Southern District of New York. 


(s 


NOTE: REPORT AT ROOM 767. In order to secyfre your witness fees and mileage, it is 
necessary that you retain this Subpoena and present the same at the United States Attorney's 
Office, Room 767, upon each day on which you attend Court as a witness. 
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x 8, 1983,[—————_—iadvised Special Agent b6é 
(SA) of the New Rochelle Metropolitan Resident b7C 
Agency (NRMRA), New York Division, as follows: b7D 


Source advised that 
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FD-515 (Rev, 9-24-82) £f™ 
ACCOMPLISHMENT REPORT 


(Submits anthin 30 days from date of accomplishment) @ é OCT 3 1 1983 


R “Me Date 
aT 


TO: DIRECTOR, FBI 


Bureau Fie Number 


196B-1774 


Fieid Office File Number 


Nw 





Investigative Assistance or Techniques Used ~ ~ ~ ed 


QAQ 





Were any of the investigative assistance or techniques fisted below used in connection with accompéshment 
being clamed? §J No (2). Yes «If Yes, rate each used as folows: 
1 « Used, but did not help 
2 = Helped, but only minimaly 
3 = Helped, substantially 16. Show Money Ratng 
4 = Absolutely essential Usage 


1, Acctg Tech Ratng| 6. ELSUR - Rating]11. Lab Ow Ratngii7. Surved. 
Assistance Titte tt Field Support Sad Asst 


FROM: sacx ADIC, NEW YORK 
SUBJECT: MARC RICH-FUGITIVE; 
PINCUS GREEN-FUGITI 
MARC RICH & CO. A.G 















7 M-1 





2. paianae 12. Pen 18. SWAT Team 
ee earn Action 
3. Computer 8. Kent Ov 13. Photographic 19. ase ons 
other Federal Agency **) es -Assistance Coverage 





(CON'T ON PAGE 2) 


oO. * Xif a Jont FBUDEA (or, 
operation. 


9. informan 14, Polygraph 20. Undercover 
QO -Xit — ieee Sabie Assistance Operaton 
- Comuption of & 10. Lab Ov 15. Search Warrants Visual invest - 
re fii. pe PS Pe ee 
Complaints y 


‘A. 9Preliminary Judiciat Process 
(Number of subjects) 














B. Arrests, Locates, Summonses 
& Subpoenas (No. of subjects) 





Number of Subjects of FBI Arrests Who Physically Resisted 
Number of Subjects of FBI Arrests Who Were Armed 


Criminal Summons Subpoenas Served 
C. Release of Hostages: (Number of Hostages Released) 
» 
















Amount of Suit 








Hostages Held By Terrorists ; All Other Hostage Situations 








Settement or Award 














F. Final Judicial Process: Judicial District 





Oistict State Orstrict of Maine as ME in the state fieki only.) 
Subject 1 - Name - Subject’s Description Code * - 


OF Sony Po Sarvleton Tins Fem Stapended [Probation 
; wer {ger [secten "Toons | ves Tes | ves [es |v] es | Fine ° 















« Convictions « 
Enter convicton and 
sentence cata in space at 
right. if more than four 
sections are involved, Emxt to 
the four most relevant. 















Subject’s Description Code * « 


| ss Conviction =| _sall Torm =| = Suspended [ Probation | 
C1) Felony | “Tite | Secton | counts | vrs | Mos | vrs [ Mos | Yes | Mos_| 
aR at i ee i ee 
ee tt heed corral y | fs 
“REC INICMTRCLALSUND Uhm 
ahs ee ee 
Subject's Description Code * + 


|__Conviction tinal Term | Suspended | Probation | 
C) Feeny "Fise TSecton | Gomnts | vrs | Mos | vrs | Mos | ves | Mos _| 














= Convictions - 
Enter conviction and 
Sentence data in space at 
fight. If more than four 
sections are involved, limit to 
the four most relevant, 



























Subject 3 - Namo - 








= Convictions - 

Enter conviction and 
sentence data in space at 
fight. If more than four 
sections are involved, mt to 
the four most relevant, 


Misde- 
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O/ Lf 
Attach additional forms if reporting final judicial process on more than three subjects. z. = 


‘wwe: Pursuant to ee ee ed 







« 













b3 









2-Fedottce 1: — (66-8492) 


* See codes on reverse sie. Subject descripton codes In Section F are requwed only when reporting a conviction, : 


** Idenbty the other Federal Agency/ies) In the s Secton. Be ee a “O_........Fet/bo, 
MEB:j£ (5) CP T9GA-177 




















Property Type Codes* 


Description * 
Cash (U.S. and foreign currency) . 


21 


Potential Economic Loss Prevented (PELP) Type Codes * 


Code 


. 


No  Descriptlon 
Blank Negotiable Instruments or Tickets 


2 Stock, Bonds or Negotiable Instruments (checks, travelers checks, 22 Counterfeit Stocks, Bonds, Currency or Negotiable Instruments 
money orders, certificates of deposit, etc) 23 Counterfeit or Pirated Sound Recordings or Motion Pictures 

3 General Retail Merchandise (clothing, food, liquor, cigarettes, TVs, etc) 24 Bank Theft Scheme Aborted 

4 Vehicles (autos, trucks, tractors, trailers, campers, motorcycles, etc) 25 Ransom, Extortion or Bribe Demand Aborted 

5 Heavy Machinery & Equipment (heavy equipment, computers, etc) 26 Theft From, or Fraud Against, Government Scheme Aborted 

6 Bulk Materials (grain, fuel, raw materials, metals, wire, etc) 27 Commercial or-industrial Theft Scheme Aborted 

7 Jewelry (including unset precious and semiprecious stones) 

8 Precious Metals (gold, silver, silverware, platinum, etc) 

9 Art, Antiques or Rare Collections 
10 Dangerous Drugs + 
11 Weapons or Explosives 
12 Businesses or Assets Forfeited 30 Al Other Potential Economic Loss Prevented (not falling in any 
20 All Other Recoveries (not falling in any category above) category above) _ 


* The case file must contain an explanation of the computation of the recovery value or loss prevented. An explanation airtel must accompany this 
report if the recovery is $1 million or more, or if the PELP is $5 million or more, . F 


“e 


SS 
Subject Description Codes * - 


- Enter Description Code Only When:Reporting a Conviction -. Bs 


Organized Crime Subjects: 
1A Boss, Underboss or Consigliere 
1B Capodecina or Soldier 
1C Possible LCN Member or Associate 
1D OC Subject Other Than LCN 

Known Criminals (Other Than OC Members): 
2A: Top Ten or 1.0. Fugitive 
2B Top Thief 
2C, Top.Con Man 

Forelgn-Nationals: 
3A Legal Alien 

" 3B° Hlegal Alien 

3C Foreign Official Without Diplomatic Immunity 


Union Members: 
5A _ International or National Officer 
5B Local Officer 
5C Union Employee 
Government Official Or Employees: 3 
: 6A Federal - Elected Official 
: 6B Federal - Nonelected Executive Level 
6C Federal - All Other 
6D State - Elected Official 
‘6E State - Nonelected Executive Level 
6F State - All-Other 
6G Local - Elected Official 
6H _ Local - Nonelected Executive Level 


3D _ U.N. Employee Without Diplomatic Immunity 6J Local - All Other 
3E Foreign Students Bank Officers Or Employees: . 
3F All Others 7A_ Bank Officer 
Terrorists: 7B Bank Employee 
4A Known Member of a Terrorist Organization All Others: 


4B Possible Terrorist Member or Sympathizer 


8A All Other Subjects (not fitting above categories) 





*If a subject can be classified in more than one of the categories, select the most appropriate in the circumstance, 





Instructions 


2 Subject Prioritles for FBI Arrest or Locates: 
. A «+ Subject wanted for crimes of violence (i.e. murder, manslaughter, forcible rape, robbery and aggravated seeol) or convicted of such crimes in 
the past five years. 
B - Subjects wanted for crimes involving the foss or destruction of property valued in excess of $25,000 or convistea of such crimes In the past 
five years. 

C - All others 

Claiming Convictions Other Than Federal: 
It is permissible to claim a local (state, county or local) conviction if the FBI's investigation significantly contributed to the successful local 
prosecution. A succinct narrative setting forth the basis for claiming a local conviction must accompany this report. When claiming a conviction - - - 
other than Federal, enter the word “LOCAL” in the “Conviction-Section” block, disregard the number of conviction counts, but enter the sentence 
in the appropriate blocks. Enter “LF” in the “In-Jail” block for all life sentences and “CP” for all capital punishment sentences. 

Reporting Convictions: 
Convictions should not be reported tot the sentence has been issued. There are two exceptions to this rule. The conviction information can be 
submitted by itself It: 
1. The subject becomes a fugitive after conviction but prior to sentencing. 
2. The subject:dies after conviction but prior to sentencing. 
An explanation is required in the Remarks section for either of the above exceptions. 

Rule 20 Situations: 
The field office that obtained the process (normally the office of origin) is the office that should claim the conviction, not the office where the 
subject enters.the plea in cases involving Rule 20 of the Federal Rules of Crimihal Procedures. 

Investigative Assistance or Techniques (IA/Ts) Used: : 
-Since more than one IA/T could have contributed to the accomplishment, each IA/T must be rated. : 
-The IA/T used must be rated each time an accomplishment is claimed. (For example - if informant information was the basis for a complaint, an 
arrest, a recovery and a conviction and if separate FD-515s are submitted for each of the aforementioned accomplishments, the “Informant 
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Information” block must be rated on each FD-515 even if it was the same information that “~" toall the BeConpESaments: ) 
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FD-515 (Rev. 9-24-82) . oS 

ACCOMPLISHMENT REPORT - 7! a - OCT 31 1983 
.dSubmt within 30 days from date of accomplishment) & ! 

; t Saas Date 










Investigative Assistance or Techniques Used 


TO: DIRECTOR, FBI 
















6B- 9 848 
Were any of the investigative assistance or techniques fisted below used in connecton with sccomplshment 
beng chimed? [[] No C1 Yes - If Yes, rate each used as fofows: 
© 1 = Used, but did not help 
FROM: ADIC, NEW YORK . 196A-1774 2 = Helped, but only mininaty “5 ee 
: ned 3 = Helped, substan . Show Money 9 
SUBJECT: MARC RICH~FUGITIVE; [fess orice Fie Number peciarreemnunn Sie 
-FUGITIVE;: 1. focta Tec Tech Ratng| 6. ELSUR- __Ratng[11. ie: . re 7. Survell: 
M=1___ 2. ae 12. Pen 18. SWAT Team 
b7C et: 3, Computer 8. Kent OV Pe 19. Telephone Tol 
X if a int FBYDEA 
(CON'T ON PAGE 2) [-Sseuss = " oa recor 
Operation. 9. Informant 14. — 0. Undercover : 
©) .x it case nvotves ‘information Assistance Operaton 


public 
official (Federal, State or 
Local). 


5. hee? 10, red 15. Search Warrants 21, Visual invest - 
Executed Analysis (VIA) 


‘A. Preliminary Judiclal Process oe Recoveries, Hestitutions, Court Ordered Forteitures or Potential Economic Loss Prevented (PELP) 
(Number of subjects) 


a a Potential Economic 
sige a hoeilatanp cm carciee i et = = = ag ee ee 
& Subpoenas (No. of subjects) Recoveries Restitutions Court Ordered Forfeitures Loss Prevented 
Rat Anes _— P1225 G00) 0000. .< 5 A Poe a 


FBI Locates - 





Number of Subjects of FBI Arrests Who Physically Resisted 
Number of Subjects of FBI Arrests Who Were Armed 


Crimunal Summons Subpoenas Served 
C. Release of Hostages: (Number of Hostages Released) E. Clvil Matters Govemment Defendant * — Government Planttt 


Amount of Suit 


Settlement or Award $ 
Enter AFA Payment Here 


Hostages Heki By Terrorists ; Al Other Hostage Situations 












F, Final Judicial Process: Judicial District 


Subject 1 - Name - 





+» Convictions 
Enter conviction and 

sentence data in space at 
right. i more than four 





wey VE Va FE et a ee eee 
Pe Se cs eats Ue a a ea 


Subject’s Description Code * - 


[conviction [teal torn [Suspended [Probation | 
Sconstoai' Felony pa ae ee ee ee ee Fine 


Se pee 
sentence data in space at 1 
right. If more than four 


sections are Involved, limit to 
the four most relevant. 






Subdject’s Description Code ° - 


















| Conviction inal Term] Suspended | __ Probation _| T 
« Convictions - C] Fetony {tie | section | counts [ves | Mos | vrs | Mos | vrs || Mos | Fine 
poche ya eem |g A i! aes (Aa 
sentence data in space at 







right. if more than four 
sections are involved, tmit to 
the four most relevant. 







Oo Plea 
=e a) aera: ioe Mee ee aT ea ee ee ee 
ae Sceaees aa ( (e e (  ee eee 


Attach additional forms If reporting final Judicial process on more than three subjects. [4b 4 - vA 2D Db o / 5: of 
Romans! AS a result of 9/30/83, Jeopardy Assessment by IRS on Clarendon in the 
amount of $90 million as of 10/19/83, IRS collected $22 million.- This arises 
out of 5l-count indictment Field on 9/19/83, in which FBI contributed *sub= 
,otantially in investigation of RICO scheme where numerous wire transfers, ote-| 
= ‘pew omce 1 (66— 8492) shore were utilized by Rich to evade Federal income taxes! 

* See codes on reverse side, Subject descripton codes in Secton F are requved only when reporting a convicton. : a 

DoJ 
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“MEBS3E (5) CTY 9G A- 17 1 aR 


— camaanSanER Reman nee ec car caaaaasacacaaaacaaaaccacacccccccaacaaaaacaaccaaacaccc cca )_ —_, -,_!,; 


Property Type Codes* Potential Economic Loss Prevented (PELP) Type Codes * 


Code : Code 
No Description No Description 
1 Cash (U.S. and foreign currency) 21 Blank-Negotiable Instruments or Tickets ; 
2 Stock, Bonds or Negotiable Instruments (checks, travelers checks, | 22 Counterfeit Stocks, Bonds, Currency or Negotiable Instruments 
money orders, certificates of deposit, etc) 23 Counterfeit or Pirated Sound Recordings or Motion Pictures 
3 General Retail Merchandise (clothing, food, liquor, cigarettes, TVs, etc) 24 Bank Theft Scheme Aborted 
4 Vehicles (autos, trucks, tractors, trailers, campers, motorcycles, etc) 25 Ransom, Extortion or Bribe Demand Aborted 
5 Heavy Machinery & Equipment (heavy equipment, computers, etc) 26 Theft From, or Fraud Against, Government Scheme Aborted 
6 Bulk Materials (grain, fuel, raw materials, metals, wire, etc) 27 Commercial or- Industrial Theft Scheme Aborted 
7 Jewelry (including unset precious and semiprecious stones) : 
8 Precious Metals (gold, silver, silverware, platinum, etc) 
9 Art, Antiques or Rare Collections 


10 Dangerous Drugs 
11. Weapons or Explosives 


12 Businesses or Assets Forfeited 30 All Other Potential Economic Loss Prevented (not falling in any 


20 _——s All Other Recoveries (not falling in any category above) category above) | 
omen eS 
*The case file must contain an explanation of the computation of the recovery value or loss prevented. An explanation airtel must accompany this S 
report if the recovery is $1 million or more, or if the PELP is $5 million or more. eee 


oR Anes Fa 





> 


Subject: Description. Codes | “Sy oe Annee, ges 
- Enter Description Codeionly When J Repdrting a ee - 
wake ad Cs wh. ‘" = 
Union sorbet: att 
5A international or National Officer 
§B Local Officer 
5C Union Employee 
Government Official Or Employees: 


Organized Crime Subjects: 
1A Boss, Underboss or Consigliere , 
1B Capodecina or Soldier 
1C Possible LCN Member or Associate 
1D OC Subject Other Than LCN 


Known Criminals (Other Than OC Members): 6A Federal - Elected Official 
2A Top Tenor I.O. Fugitive ° : 6B Federal - Nonelected Executive Level 
| 2B Top Thief y 6C Federal - All Other 
2C Top Con Man 6D State - Elected Official 
Foreign Nationals: 6E State - Nonelected Executive Level 
3A _ Legal Alien 6F State-AllOther . 
3B Illegal Alien zs 6G _ Local - Elected Official 
3C Foreign Official Without Diplomatic Immunity 6H_ Local - Nonelected Executive Level 
3D U.N. Employee Without Diplomatic Immunity 6J Local - All Other 
3E Foreign Students Bank Officers Or Employees: 
3F All Others 7A_ Bank Officer 
Terrorists: 7B Bank Employee 


4A Known Member of a Terrorist Organization 
4B Possible Terrorist Member or Sympathizer 


All Others: 


8A All Other Subjects (not fitting above categories) 


*If a subject can be classified in more than one of the categories, select the most appropriate in the circumstance. 





, Instructions 


Subject Priorities for FB! Arrest or Locates: 
A - Subject wanted for crimes of violence (i.e. murder, manslaughter, forcible rape, robbery and aggravated assault) or convicted of such crimes in 


the past five years. 
B - Subjects wanted for crimes involving the loss or destruction of property valued in excess of $25,000 or convicted of such crimes in the past 
five years. 
C - Allothers + . 
Claiming Convictions Other Than Federal: 
It is permissible to claim a local (state, county or local) conviction If the FBI's investigation significantly contributed to the successful local + 
prosecution. A succinct narrative setting forth the basis for claiming a local conviction must accompany this report. When claiming a conviction 
other than Federal, enter the word “LOCAL” in the “Conviction-Section” block, disregard the number of conviction counts, but enter the sentence 
in the appropriate blocks. Enter “LF” in the “in-Jail” block for all life sentences and “CP” for all capital punishment sentences. 
Reporting Convictions: * 
Convictions should not be reported until the sentence has been issued. There are two exceptions to this rule. The conviction information canbe « 
submitted by itself if: . 
1. The subject becomes a fugitive after conviction but prior to sentencing. 
2. The subject dies-after conviction but prior to sentencing. 
An explanation is required in the Remarks section for either of the above exceptions. 
Rule 20 Situations: 
The field office that obtained the process (normally the office of origin) is the office that should claim the conviction, not the office where the 
subject enters the plea in cases involving Rule 20 of the Federal Rules of Criminal Procedures. 
Investigative Assistance or Techniques (IA/Ts) Used: 
-Since more than one IA/T could have contributed to the-accomplishment, each IA/T must be rated. 
-The IA/T used must be rated each time an accomplishment is claimed. (For example - if informant information was the basis for a complaint, an 
arrest, a recovery and a conviction and if separate FD-515s are submitted for each of the aforementioned accomplishments, the “informant 
information” block must be rated on each FD-515 even if it was the same information that contributed to all the accomplishments.) 
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FD-65 (Rev. 2-9-78) 


1 € Federal Bureau of Investigation & o A l RTEL 


Na OA . 
’ To: Director, FBI 
we Att: spree Investigative Division Date: étizg 1983 , 
Mi ive t : 
vi , NEW ¥ YORK (196A-1774) (M=1 blag ara Reverse side 
From: NOTE: Priority “A” and “B” Fugitives - With initial submission, 





+ set forth a synopsis of crime on'reverse side. 


Subject: MARC RICH-FUGITIVE; ; , : eo) ee 


es b6 : : 
SRE . Lae Cy Initial Submission . : 
CRICH AND COMPANY A.G.; (—j Supplements FD-65 dated __E 


MARC. RICH ‘AND COMPANY. INTERNATIONAL, LTD., aka 





poletencen. Beer . . Indicate Fugitive Priority a | 
: re : : St A . : 

‘ME“TAX EVASION | Gya ; 

- (OO: NY). L INFORMATION ‘CONTAINED =‘(XJB 


ERE 8 UNCLARSSSS2 AC] ogy CI° 
me ; Fare 2pi\o —ByS 


Caution . MKE | Name . NAN Sex SEXIRace RAC} 
O) MARC: RICH 


Place of Birth : POB [Birth Date DOB Height ‘STL |, Weight GT 
Antwerp, Belgium 12/18/34 S10! SZ 
Eye Color EYE | Hair Color Al | FBI No. FB 
Scars, Marks, Tattoos, etc. 
NCIC Fingerprint Classification FPC! Other Identifying Number MNU | Social Security # SOC 
496 =2 4~307 as 
Operator’s License Number OLN] Operator’s License State OLS 


Offense Charged OFF Racketeerin -Racketeerin Consp.-Mail. Fraud-Wire Fraud~Tax 





DO W 


9/19 3 





Miscellaneous Including Bond Recommended MIS | Fingerprint Classification (Henry Syctend 


If encountered, contact U.S. Customs 
Agent[______—_—idjor FBI SA 


(212) 553-2700 Be 


b7C 





LICENSE PLATE AND VEHICLE INFORMATION ‘ 
License Plate Number LIC}State i $| Year Expires License Plate Type T 


Vehicle Identification # VY R| Make VMA| Model VMO 


Aliases Additional Identifiers 


EBI- W23ISY 12lQ2 





2 - FBIHQ (1 - Fugitive Unit) 


| @® - New Yor ee Bile  & 
MEB:mr er (net) (20 eas Lee eee ap 
(4) FBI/O0J 
1 ~ Supervisor M-1° 


PRIORITY-2A” and “B” FUGITIVES - Synopsis of Crime. 





¥ 


Mare Rich indicted 9/19/83 for utilizing an enterprise 


to wire transfer over $100 million illegal profits generated 
by *teriding oil; ‘thereby, evading over $48 million in taxes. 
Also, caused over $200 million U.S. dollars to be transferred 
to fran during embargo. 


13. 


14, 


15. 


16. 
17. 


18.. 


19, 


21, 


22, 


Rich eed ACIC by US. CUSTOMS aa es 


INSTRUCTIONS 


Cavtion (MKE) - Insert “C” in block if caution statement indicated. Basis for caution statement must appear in 
Miscellaneous block, e.g. armed and dangerous. 


Name {NAM) -- Place name in this block. Aliases are not to be entered in this block but are to be placed in 
Aliases block. 


Sex (SEX) - Sex. will ‘be designated by one letter, M (male) or F (female). 


Race (RAC) - Race will be desenbed by one letter, W (white), N (Negro), I (Indian), C (Chinese), J {Jepanese), 
O (all other). Mexicans who are not definitely Indian or other nonwhite should be ‘described as “W 


. Place of Birth (POB) - Indicate city and state or, if foreign born, city and country. Where multiple, bithphases 


are reported, list verified birthplace or that which appears most logical in this block. 


. Birth Date (DOB) ~ Enter as.month, day and year.. Where multiple birth dates-are reported, enter verified birth 


date or that which appears most logical i in oie Blocks Place other dates of birth in Additional Identifiers block. 
Height (HGT) - Expreés‘in feet’and inches), é4g.) 6’ 07.” Round off fractions to nearest inch)” ~.-°. °€ (2 : 
Weight (WGT)-- Express in pounds.» Omit fractions. eprre COURT terort inet enyne Eno PTS 
Eye Color (EYE) - Use appropriate three character symbol. < = . 

Hair Color (HAI) - Use appropriate three character symbol. 
Skin Tone (SKN) - Use appropriate three character symbol. 


Scars, Marks, Tattoos, etc. (SMT) - Place in this block only appropriate NCIC coding for scars, marks, tattoos,. - 
birthmarks, deformities, missing body parts and artificial body parts as defined in NCIC Operating Manual. If * * 
more than one SMT is to be entered, use Additional.Identifiers block for additional appropriately coded items. 

Use Miscellaneous block to describe all scars, marks, tattoos, etc. which are not, defined in the NCIC Operating 
Manual and to more‘fully describe SMT’s which have been entered in SMT block. For example, an appendectomy 
scar,.not being readily visible, would be described in the Miscellaneous block. A tattoo on right arm, shown as 

TAT R ARM in block, .might be further described in Miscellaneous block as a rose tattoo on inside of lower right © 

arm. 


NCIC Fingerprint Classification (FPC) - Enter NCIC fingerprint classification. 


Other IdentifyingNumber (INU) - Miscellaneous numbers may be entered with appropriate identifiers (prefixes). 
Forfirst miscellaneous identifying number, use MNU block. When military service number:is in fact Social Security 
Account Number, the number should be entered in both MNU and SOC blocks. “Addifional’identifying numbers are 
placed in Additional Identifiers block. The identifier (prefix) should precede the number and be separated from the 
number by use of a hyphen. See*NCIC Operating. Manual, Part 9, page 26 for appropriate agency identifiers." x 


Fingerprint classification (Henry System) - pie Henry System fingerprint classification is to be placed in this 
block, when available. Do not enter in NCIC 


Social Security Number (SOC) - Place subjects Social Security Account Number in this block. 


say erator’ s License Number- Place Subject’s operator's licensé number‘in OLN block. Also show licensing ; 
{te {OLUS\hahd year license expires (OLY). ~ | 


Warrant Issued -By-On-(DOW)- In Escaped Federal Prisoner cases enter date of escape in DOW block. 


Mis€éllaneou’s (MIS) - Enter additional pertinent information in this block. If; faution ptatement used, ‘basis for 
statement-must-be set, forth as first item in this block. 


License -Plate-and Vehicle ‘Information. - Place information .conceming, license plate.and/or wehicle known to be 
in, the possession’ of: subject i 1a appropriate: blocks under-License Platé and Vehicle“Information heading. 


Additional Identifiers | ~ Enter information concerning additional license plates (number, state, year expires, and where 
applicable, type); Social ‘Security Numbers; operator’s license number, state and year expires; vehicle information 

(VIN; VYR;VMA,- -VMO, VST,-VCO); MNU’s (see list in item 14 above); visible scars, marks, tattoos, etc.; and dates 
of birth, “Clearly identify-what- data is being set forth; e.g. cori Security # 423-56-3204; Michigan operator’s license 
234567; expire's 1972; “DOB's'4/5/32, 5/3/32; ete. 


= 


Changes and deletions should be so indicated in the appropriate blocks. Mi 
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Has Marc Rich FersHee ie Bunker er of 


the copper market? Hardly, but he’s cer- 


tainly shaking it up. 





By Priscilla 8. Meyer 
i N THE SIX WEEKS prior to the end of 





October, despite the U.S.’ con- 

tinuing strong economic recovery 
and threats of war, the price of copper 
plunged 15%, to less than 62 cents 
a pound. 

Here, in part, is why: Clarendon 
Ltd., formerly Marc Rich Internation- 
al, was dumping 60,000 tons of re- 
fined copper on an already weak mar- 
ket, unloading it on any other metals 

“companies and trade sources Claren- 
don could find. 

Neither Forbes nor the U.S. gov- 


Copper and’silver* tumble. with Rich 


ernment has succeeded in finding 
Marc Rich. He’s said to be hiding in 
Switzerland or Spain or Panama or— 
your guess is as good as anybody’s— 
while the government tries to collect 
$90 million in unpaid U.S. taxes he or 
his trading ventures allegedly owe. 
But traders for Rich’s old companies 
do confirm the copper tale, although 
Clarendon officials decline to discuss 
it. It’s known, moreover, that the 
Rich companies had large stocks of 
other metals, including silver, gold, 
platinum and base metals, hedged by 
sales of futures contracts on New 
York’s Comex and elsewhere. The 


ch's empire 


Rae ee — lope 
# Metal-selling by, Rich's old companies triggered et Bee inithese ie 
“copper and: ‘silyer markets—already soft from cripatis of selling by‘ pro-*~ 
ducers, a among them Chile and Peru. “It’s psychological,” some say. 


Copper (cents pet pound) ~ * , 


~ Openiig peicas on the Comex 


Silver {dollars per ounce) 
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possibility that these holdings, too, 
are being dumped helps explain why 
prices for the metals (which had fallen 
for reasons that go beyond Rich’s 
troubles} have remained weak. 

The 60,000 tons of copper that were 
sold were equal to 15% of all copper 
held in vaults approved by Comex. On 
Sept. 30 the IRS issued a jeopardy as- 
sessment, amounting to a lien against 
Clarendon, which technically had just 
been sold by Rich to the firm’s key 
managers. But thejeopardy assessment 
wassustained bya federal courtinNew 
York City only on Oct. 25. That legally 
froze Clarendon’s assets. Its sales of 
copper had begun before the Sept. 30 
IRS assessment and apparently were 
concluded by the Oct. 25 federal court 
order. Three days later Richco Bullion, 
a Rich firm in London that speculated 
in gold and silver, announced it was 
halting its trading as a consequence of 
the court order. Richco Bullion’s U.S. 
operation, Richco Capital, also 
stopped trading. 

Unlike Rich’s speculative oper- 
ations, Clarendon had come by its 
large physical holdings of metals as a 
conventional trader. Clarendon 
bought raw ore from copper mining 
companies, contracted out the pro- 
cessing, stored copper and by-prod- 
ucts and sold the metals to industrial 
users. To protect itself against de- 
clines in price before the copper was 
actually sold to a user, Clarendon sold 
copper futures on Comex. Thus it 
guaranteed itself a minimum profit, 
the difference between its cost of cop- 
per and the price for which the futures 
contracts sold. 

Now the freeze on Clarendon’s as- 
sets casts considerable doubt on the 
metal trading company’s ability to 
maintain its positions in New York 
and European futures markets. If the 
company was forced to repurchase its 
futures sales contracts, or if metal 
prices went up, requiring payment of 
funds to Comex against the short po- 
sitions, where would the money come 
from? Supposedly, it’s frozen by the 
U.S., and there is even some danger of 
bankruptcy. Peter Ryan, chief finan- 
cial officer of Clarendon, argued in 
court that his company is in “danger 
of insolvency” only because of the 
IRS’ jeopardy assessment. 

As for the status of the trading 
firm’s collateral, Comex won’t com- 
ment. But the exchange is known to 
have voiced concern to Clarendon and 
to be pleased with its decision to liq- 
uidate the physical copper. One thing 
is sure: Look for choppy waters in the 
metals markets for a while. i 
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FM NEW YORK (196A-1774) (P) “(M-1) 
TO DBERECTOR (196B-2848) “ROUPENE— 2o0ns 
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MARC RICH & CO., A.G.; MARC RICH & CO. INTERNATIONAL, LTD., 












AKA "CLARENDON, A.G."; RICO; FBW; MF; TAX EVASION - 





TRADING WITH ENEMY (00O:NY). 


RENYTEL TO BUREAU, OCTOBER 19, 1983. 







THE FOLLOWING IS PROVIDED FOR INFO OF FBIHQ. 





SDNY, ADVISED 


ON OCTOBER 14, 1983, AUSA 





APPEARING IN FORBES, 


Transmitted 
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PAGE TWO NY 196A-1774 UNCLAS 


NOVEMBER 21, 1983, ISSUE WHERE MARC RICH WAS DUMPING 60,000 
TONS OF REFINED COPPER ON AN ALREADY WEAK MARKET. THE SALES 
BEGAN BEFORE THE SEPTEMBER 30, 1983 IRS JEOPARDY ASSESSMENT AND 
APPARENTLY WERE CONCLUDED BY THE OCTOBER 25, 1983 FEDERAL COURT 


ORDER SUSTAINING THE ASSESSMENT. AS A RESULT OF THE DUMPING, 





THE PRICE OF COPPER PLUNGED 15%, TO LESS THAN 62 CENTS PER 
POUND. THE 60,000 TONS OF COPPER THAT WERE SOLD WERE EQUAL 
TO 15% OF ALL COPPER HELD IN VAULTS APPROVED BY COMEX 
(COMMODITIES EXCHANGE) . 

CLARENDON HAD COME BY ITS LARGE PHYSICAL HOLDINGS OF 
METALS AS A CONVENTIONAL TRADER. BUYING RAW ORE FROM COPPER 
MINING COMPANIES, CONTRACTED OUT THE PROCESSING, STORED 
COPPER AND BY-PRODUCTS AND SOLD THE METALS TO INDUSTRIAL 
USERS. TO PROTECT ITSELF AGAINST DECLINES IN PRICE BEFORE 
THE COPPER WAS ACTUALLY SOLD, CLARENDON SOLD COPPER FUTURES ON 
COMEX. THUS, IT GUARANTEED ITSELF A MINIMUM PROFIT, THE 
DIFFERENCE BETWEEN ITS COST OF COPPER AND THE PRICE FOR WHICH 
FUTURES CONTRACTS SOLD. . 


& 


THE IRS JEOPARDY ASSESSMENT FROZE ALL ASSETS THEREBY 
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UNCLAS 


COSTING CONSIDERABLE DOUBT ON THE COMPANY'S ABILITY TO 


MAINTAIN ITS POSITIONS IN NY AND EUROPEAN FUTURES MARKETS. 


| IF THE COMPANY WAS FORCED TO REPURCHASE ITS FUTURES SALES 


CONTRACTS, OR IF METAL PRICES WENT UP, REQUIRING PAYMENT 


OF FUNDS TO COMEX AGAINST THE SHORT POSITIONS, WHERE WOULD 


THE MONEY COME FROM? 


NY WILL 


INVESTIGATE THIS MATTER RELATIVE TO OBSTRUCTION OF JUSTICE, 


IN THAT IF MARC RICH A.G. PAID ANY SUCH MARGIN CALL, A 


POSSIBLE OOJ VIOLATION COULD OCCUR. 


FBIHQ WILL BE KEPT ADVISED. 
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MARC RICH & CO. A.G.$ MARC RICH & C0, INTERNATIONAL, LTD ey 
AKA "CLARENDON, AG."$ RICO; FBW3 ME$ TA EVASION - 
TRADING WITH ENEMY (OOsNyY), 
RENYTEL TO BUREAU, OCTOBER 19, 1983, 
THE FOLLOWING IS PROVIDED FOR INFO OF FBIHQ. 
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PAGE TwO NY 19 6A~ 1774 ) UNCLAS 
NOVEMBER 21, 1983, ISSUE WHERE MARC RICH WAS DUMPING 68,988 
TONS OF REFINED COPPER ON AN ALREADY WEAK MARKET. THE SALES 
BEGAN BEFORE THE SEPTEMBER 38, 1983 IRS JEOPARDY ASSESSMENT AND 
APPARENTLY WERE CONCLUDED BY THE OCTOBER 25, 1983 FEDERAL COURT 
ORDER SUSTAINING THE ASSESSMENT. AS A RESULT OF THE DUMPING, 
THE PRICE OF COPPER PLUNGED 15, TO LESS THAN 62 CENTS PER 
POUND. THE 68,882 TONS OF COPPER THAT WERE SOLD WERE EQUAL 
TO 15 OF ALL COPPER HELD IN VAULTS APPROVED BY COMEX 
(COMMODITIES EXCHENGE. 

CLARENDON HAD COME BY ITS LARGE PHYSICAL HOLDINGS OF 
METALS AS A CONVENTIONAL TRADER. BUYING RAW ORE FROM COPPER 
“MINING COMPANIES, CONTRACTED OUT THE PROCESSING, STORED 
COPPER AND BY-PRODUCTS AND SOLD THE METALS TO INDUSTRIAL 
USERS. TO PROTECT ITSELF AGAINST DECLINES an PRICE BEFORE 
THE COPPER WAS ACTUALLY SOLD, CLARENDON SOLD ‘COPPER FUTURES ON 
COMEX. THUS, IT GUARANTEED ITSELF A MINIMUM PROFIT, THE 
DIFFERENCE BETWEEN ITS COST OF COPPER AND THE PRICE FOR WHICH 
FUTURES CONTRACTS SOLD. 

THE IRS JEOPARDY ASSESSMENT FROZE ALL ASSETS THEREBY 
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MAINTAIN ITS POSITIONS IN NY AND EUROPEAN FUTURES MARKETS. 
IF THE COMPANY WAS FORCED TO REPURCHASE ITS FUTURES SALES 







CONTRACTS, OR IF METAL PRICES WENT UP, REQUIRING PAYMENT 





OF FUNDS TO COMEX AGAINST THE SHORT POSITIONS, WHERE WOULD 
THE MONEY COME FROM? 










NY WILL 
INVESTIGATE THIS MATTER RELATIVE TO OBSTRUCTION OF JUSTICE, 







IN THAT IF MARC RICH A.G. PAID ANY SUCH MARGIN CALL, A 
POSSIBLE 0OJ VIOLATION COULD OCCUR. 
FBIHQ@ WILL BE KEPT ADVISED. 
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SUSFOENA rm TESTIFY BEFORE GRAND JURY 


~“Haited Hates District Gourt [| wesrem premicr oF wasmGrE 


iG a5 oie SUBPIERA FOR 
: b3 
. b6 . C3 Pecyon 
aa he) Orment of Object 
x. 
ss , 


YOu ARE HEREBY COMMANDED to epptar in the United States District Court at thé location, 
date, and time specified below to testify before the Grand Jury in the sbove entitied case. 
PLACE 
United Scares Courthouse 
3ra@ Floor 
5th & Nadison ae 
Seattle, Washington DATE AND TINE 








YOU ARE ALSO COMMANDED to bring with you the tellowing document(s) or object{s):""! 


Records and documents 2s requested on Page 2 of this subpoens. 
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This subpogna shall remain in affect until you are granted feave to depart by the court or by an affieet acting 
on behalf of the court. 


{L5RM aaATe 


BRUCE REFEIN 














We Vv} b3 oh 
b6 : 


ROMA, AOORESS AND PHONE NUWGLR OF ASSISTANT US. ATTORKZY, 


This subpagna is iggasd on application i, HUSA 


of the United States of Amevica by: 


ISU dot appiette, ant “nowt 7 



































< “ ~ " oe . : ag oi f REN Tg Se tH Heater ot 
RRS ee any Loar g amo 
tees ; z Biber OP eae ee a ae ed 





Mae RS Se ayiges 8 
4 x *~ aN rs ae . 2 
2 SR aR 
e a : ’ 
2 be ‘ 3 me we 
eRe #2. 
” L ce + Pa 
Cee i te 
% * ex . s. 





BY 


a 


G 
the 
te 


G 


AUREL USSU 


ents zn 


hd 


sBoens TO TESTIFY BEFORE GRAN] 
b3 


the felloving dory 





a ee aloes 





EMILADD GY S BUS ALA AA IA 








ae Fao et a OE 
CALs ect Ne 


7 





Rie gr cen sil oA 
















@ 


RETURN OF SERVICE!?) 


a wi LAK New Vo 




















RECEIVED 
BY SERVER 






FAVED OF (HAMEL) 
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AERVED OV FILE 
ed a ee 


STATEMENT OF SERVICE FEES _ sae 2 


THANET : x SORVICES TOTAL ) 






[Me n |p 


DECLARATION OF SERVER) 






1 declare under penalty of perjury under the laws of the United States of America that the foregoing 
information contained In the fletum of Service and Statement of Service Fees & true and coms. 















_ Exetuied on 






Date Sigremturs Of Servew EP aibe 7 










Address of Server ae 
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INFORMATION REGARDING DOCES TECH SUBPOENAS 





The documents requested in the attached Duces Tecum subpoena ere to 
be delivered to the Grand Jury; end, if it would be of greater 
convenience to you, im Licu of personal delivery te the Grand Jury, 


the documents msy be meiled to: 





Fareperson of the Grand Jury 


Aspictant United States Acrorney b7c 
3600 Seafirst Fifth Avenue Plaza Be 
800 Fifth Avenue 

Seattle, Hashingtan 98104 


Should you elect te mail the documents, said mriling should be 
accomplished in 2 timely fashion to inatire that the documents | 
‘ can bé provided to the Grand Jury on the prescribed date, : ee 
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Investigative Assistance or Techniques Used | 


TO: DIRECTOR, FBI 196B~2848 


Bureau Fie Number Were any of the invosugative assistance or techniques ksted below used in connecton with accomplishment 
being chnec? (J No {"} Yes- It Yos, rate cach used as fclows: 
: 1 = Used, but cid not heD 
2 = He'ped, but only mnmaty 


_ 196A-1774 ac heed. «scans 16. Show Money Ratng 


4 = Absoutaly essential Usege 
a A 
= Assistance Tide Iu Sad Asst 
SEE ATTACHED M-1 


7. Hypnosis 12, Pen 18. SWAT Team 
Squad of RA Number Assistance Regsters Acton 


Sa 5 8. Kent Ow 13. Photograptuc 19. Telephone Tox 
ae eh iad Le i ae 
° - other Federal Agency **) Assistance Coverage Records 












FROM: sacx ADIC, NEW YORK 
SUBJECT: 





























operation 14, Polygraph 120. Undercover 
- 7 O - xt case invotvos Assistance Operaton 
corruption of a public : (COSY 15, Search Warants _[2t, Visual invest 
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A. Protiminary Judictal Process Compiants Infonnatons | Indictments Ip, Rocoverles, Restitutions, Court Ordered Forteltures of Potential Economic Loss Prevented (PELP) 
(Number of subjects) ata = — 
4 Property oF] 
—— PELP Type Potontial Economic 
t Pi See Re 
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Number of Sudjects of FBI Arrests Vino Physicady Rosisted 
Number of Subjects of FBI Arrests Who Were Anmed . asm eeuneen one 
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C. Release of Hostsges: (Numberof Hostages Released) E. Civil Matters . Government Dotendant Government Planttt 
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Sottlomont or Award $ 
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= Convictions + 
Enter convicton and 
Sentence data in space at 
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the four most relevant. 
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Subject 3 = Name = Subject’s Description Code ° + 


In-Jall Term Suspended 
+ Convictions - Yrs = Yrs Fine 


|_yes__|_mos_| 
Enter conviction and = 


sontence data In spece at 
fight, If more then four 
sections ave involved, hmit to 
the four most relevant. 
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sbueu §6Case involved joint investigation of . 
Fiekd Office ' 
* Sea codes on reverse ede. Subject deacripton codes in Socton F sre required only when reporting a convicbon. | 


: FBI-NEW YORK 
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SUBJECT: MARC RICH-FUGITIVE; 


SEN-FUGITIVE; bé 


MARC RICH & CO. A.G.; Pie 


MARC RICH & CO. INTERNATIONAL, LTD.;— 
aka "Clarendon A.G." 

RICO; FBW; MF; TAX EVASION; 

TRADING WITH ENEMY. 

(00: NY) 
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ATTN: suv.| | FINANCIAL CRIMES UNIT. 
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MARC RICH & CO., A.G.; MARC RICH & CO. INTERNATIONAL, LTD., AKA 
"CLARENDON, A.G."; RICO- FBW - MF - TAX EVASION - TRADING WITH 
ENEMY (00:NY) 

FOR INFO OF LOUISVILLE ABOVE-CAPTIONED HAS RECEIVED MASS 
MEDIA COVERAGE AS A RESULT OF 51-COUNT RICO INDICTMENT FILED 
SEPTEMBER 19, 1983 IN SOUTHERN DISTRICT OF NEW YORK (SDNY). 
CASE BASICALLY INVOLVED OFF-SHORE TRANSFER OF MILLIONS OF 
DOLLARS OF ILLEGALLY GENERATED PROFITS FROM THE SALES OF OIL. 


ON OCTOBER 20, 1983, AN INDIVIDUAL IDENTIFYING HIMSELF AS 
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Mexico to Panama. It would prob- | 
ably end up sacrificing lives: Amer- : 
ican and Latin American. The U.S. 
would gain nothing from giving in 
to the ambitions of the military in 
Central America, Neither democ- 
Yacy nor social progress is to be 
had in this way. 

Peace through negotiations is the 
only real, politically enduring, and 
politically self-interested solution. 
There are dangers and there are 
costs. But these are infinitely lower 
than those assured by the recourse 
to war, 

Throughout the region, including 
Mexico, Colombia, and Venezuela, 
young people are talking of forming 
brigades to join the Sandinistas in 
case of outright conflict. These bri- 
gades would catch (are catching) 
the imagination of many unemployed 
youths. There would be death counts 
ot Mexican, Colombian, and Ven- 
ezuelan boys on Mexico City, Bo- 
gotd, and Caracas TV. 

Peace through negotiations would 
enhance the standing of the United 
States in the nations committed to 
the negotiating process: Mexico, 
Venezuela, Colombia, and Panama. 
These governments are serving your 
interests better than you serve them 
yourself, They are not being sup- 
ported in their efforts by the ad- 
ministration in Washington. Gun- 
boat diplomacy is felt as a danger 
not only in Managua, but in all four’ 
Contadora capitals. The issues for 
negouation have been spelled out 
clearly and tacitly approved by all 
concerned, except the United States. © 
These issues include: no Soviet 
bases or armed capabilities in Cen- 
tral America; border patrols; no 
passage of arms; no foreign military 
advisers; progressive demilitariza- 
tion; strict respect for the intemal 
processes of each nation. 

The success of negotiations would 
isolate the Soviet Union from the 
process of change in Central Amer- 
ica and bring in the plural forces of 
Western Europe, Japan, and the 
multilateral organizations. I would 
not go as far as to suggest that the 
United States, in the name of its 
own origins, should embrace the 
revolutionary movements in Latin 
America and love them to death. 
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But since the United States obvious- 
ly cannot influence the status quo, 
why doesn’t it attempt to influence 
change... for a change? 


EVOLUTIONS in Latin Amer- 
ica pose challenges to Ameri-" 
can diplomatic imagination.' 
Lessons from the past have 
not been learned. The problem for 
the future is how to achieve some 
balance between the nationalist fer-" 
vor, the anti-American rhetoric, and 
the internal transformation, on the 
one hand, and, on the other, normal 
diplomatic relations, cool-headed- 
ness in dealing with provocation, 
and constant political action through 
the multilateral organizations, the. 
major Latin American nations, Ja-* 
pan, and Western Europe. i 
The revolution’s early recrimina- 
tory and radical stages must be en- 
dured calmly. Instead of cutting off 
aid, blocking loans from the Inter- 
American Development Bank, and 
taking other spiteful actions, behave 
coolly, let the aid flow from other 
quarters, multiply the ties of the 
new revolution with institutions and 
nations free from the stigma of 
past American actions in Central 
America. 
Perhaps no other great power in 






















because of its iniernal texture, fa-. 
stitutions, “and origins, to live with” 
cultural difference. Latin’ America 
is the great challenge to the very 
raison d’étre of the United States: 
can you learn to live with the other, 
with the complexity and intractabil- 
ity of different cultures? 

Recently Robert Mugabe, the 
Prime minister of Zimbabwe, visited, 
the White House. I remember the 
situation in his country five years 
ago. The bloodbath, the fatalism,” 
the sense that Rhodesia had no so- 
lution, the characterization of Mu- 
gabe as a Marxist, Soviet stooge. 
Lord Carrington and Christopher 
Soames proved that this problem 
.did have a solution and that the so- 
lution was diplomatic negotiations. 
Perhaps today the United States 
might be willing to take a page from 
the book of British diplomacy and 
apply it to Central America. u 
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BARBARIANS, 


by A, Craig Copetas | 


Mare Rich made money the old-fashioned way. 


‘'N OCTOBER 11, 1983, 
guests at London’s distin- 
guished Grosvenor House 
who frequent the hotel be- 
cause it is one of the few remain- 
ing bastions of proper innkeeping 
were either behind bolted doors or 
at the front desk complaining about 
the howls that ricocheted through 
the pale green lobby. Pranksters bad 
piled furniture into corners; entire 
floors had become hospitality suites, 
wildemesses of fast-flowing bars 
populated by tuxedo-clad men down- 
ing bomber doses of bonded bour- 
bon. It was metal week in London, 
A. Craig Copetas is at work on a book 


about Mare Rich and the world of the 
commoditles markets. 





‘DOBUSINESS: 


recent history is as well prepared, . 








and Grosvenor House was the site 
of the annual dinner of the London 
Metal Exchange, an influential com- 
modities market. Until dawn 2,000 
metal buyers and sellers from Bos- 
ton to Beijing—-some of the in- 
dustrial world’s wealthiest and most 
powerful men—reveled like 2 con- 
vention of Moose Lodgers. The ho- 
tel staff, accustomed to the yearly 
dinner and all-night cocktail party, 
handled the behavior they had come 
to expect ‘with true Tory breeding 
and dispatch. They calmly defused 
the South African gold trader who 
tried, unsuccessfully, to drive a 
truck into the lobby, and they tamed 
the roaming packs of communist- 
bloc executives who flashed fat rolls 
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of ‘dollars’ in’ front’ of ‘any woman’ 
with the’ tenacity to’ remain in, the 
‘open after midnight. 4 


’ “This is cirrhosis week, a Seay: 


trying and difficult time for all of 
us,” chuckled the group’s chairman, 
Michael Brown, before going in to 
the formal dinner. ‘There’ are plen- 
ty of barbarians involved with the “su 
London Metal Exchange.” - 

The ““barbarians” at the ex- 
change’s blowout are part of a 
tightly knit tribe of capitalists who ' 
generate trillions of dollars by quiet- 
ly controlling the buying and selling | 
of the earth’s crust. The drama of. 
their lives is centered on the cost’ 
and the availability ‘of metals like! 
copper, tin, and tantalum, strange- 
sounding Jumps of earth called 
ferro-molybdenum, chambishi co-! 
balt, -and wolfram-trioxide; their. 
edge on life is a canny understand-! 
ing of how to make hundreds of: 
millions of dollars while paying a 
minimum amount of taxes. 

The men who traveled to this: 
year’s conclave to toast their prodi- 
gious wealth, however, radiated the ! 
tawny hues of fear. Their craftiest 
colleague, Marc Rich, had been 
slapped with a fifty-one-count in- 
dictment by the U.S. government. ! 
He was accused of racketeering, ! 
mail and wire fraud, and violating 
a trade ban with Iran. One of the! 
world’s greatest metal traders had j 
been charged under the Racketeer 
Influenced and Corrupt Organiza- 
tion (RICO) statutes, laws that were ” 
enacted specifically to handcuff busi- 
nessmen like Al Capone, and he 
was now liable to pay the IRS a; 
back tax bill of $90,433,574.39-. 
All in all, the air in Grosvenor 
House that October evening was 
reminiscent of a Chicago speakeasy, 


_ with patrons who would make ex- 
cellent witnesses for the prosecu- * 


tion. 

It was not the staggering amount 
of money Rich owed in back taxes , 
for a handful of deals conducted | 
within the space of three years that ; 
“concerned these dinner-jacketed 
gentlemen. Their fear arose from 
the fact that one of their own had , 
somehow allowed the secret world 
of financial shadows to be breached, ! 
to be put on public display in the! 
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seedy confines of Manhattan court- 
room,number 128. 


“TOMACHS churned out of con- 
rol from the moment Rich 
was subpoenaed last June, and 
wtraders must have been con- 
suming a. “bottle of Maalox'a day i in 


325 years. People who have dinea' 
with him, his wife, and their three’ 
daughters at his Park Avenue apart- ° 
ment, which once belonged to Hel- 
ena Rubinstein, say that he did not; 
even blink over paying $4 million 
in government fines, at the rate of - 
$50,000 a day, to prevent a federal | 
court from gaining access to his sen- 


- _ Sitive corporate files. 


‘fully’ reported that’ customs’ agents 
at Kennedy ‘Airport’ had “stopped a 
‘plane meant to ‘ferry’ two large 
Steamer trunks chock-full of secret 
corporate documents from Rich’s 
New York office to the safety of 
Swiss vaults. One London aluminum 
trader, upon hearing of the seizure, 
was said to have urinated in his 
trousers while walking off the floor 
of the Exchange. “Everyone in this 
business has dealt with Marc Rich,” 
said a metal broker who has execut- 
ed millions of dollars’ worth of deals 
with him. “The last thing we want 
is the U.S. poring over records that 
might outline our activities. We do 
not want people to understand how 
we operate.” 

Ironically, Marc Rich was the 
most secretive of all the metal mer- 
chants. He kept a low public pro- 
file while personally orchestrating 
the hour-to-hour activities of a 
$10-billion-a-year corporate trading . 
giant that dealt in metals, oil, weap- 
ons, sugar, and grain. He speculat- 
ed on prices, juggled metals like 
casino chips, and gambled billions 
to seize control of large caches of 
strategic commodities essential for 
manufacturing goods as disparate as 
cereal and jet fighters. Mare Rich, 
say those who worked with him, 
wanted to be a cartel. 

Rich knew about the velocity of 
money,, about keeping your mon- 
ey in a state of perpetual motion in 
the world’s financial markets in 
order to make more money. Those 
who know him joke that lists of the 
world’s richest men exclude him 
only because they have no formula 
with which to gauge his total worth. 
They also say that he is so self-con- 
fident that he was not in the least 
disturbed when in July he had to 
flee the United States to Switzer- 
land in order to avoid indictments 
that could lead to a jail sentence of 
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The government admits that it | 
doesn’t know where all the assets 
“of Mare Rich are buried, despite ' 
digging through 200,000 pages of 
subpoenaed documents. And even 
if it did have a treasure map to 
Rich’s domestic fortune there would , 
be no way to design fines that would | 
shut down his operations in Ev. | 
rope, Southeast Asia, Russia, the 
Middle East, Africa, the Caribbean, ! 
and Latin America, It’s not easy to ‘ 
track down billions and billions of | 
dollars when the money remains in ' 
one place for as little as twenty- 
four hours to take advantage of a: 
particular bank’s one-quarter-per- | 
cent interest increase over another | 


A} ARC RICH’S empire oper- | 
fa ates through an interna-_ 


a V4 A:tional hydra of traders, | 


‘ __¥__Wrevolving Swiss bank ac- 


Counts, ounts, and cleverly sculpted Pan- | 


“amanian corporations with nonsense - 


names like Highams Consultants ; 


“and Rescor Incorporated. In oe 


years he managed to nurture a glob- 
al business ‘colossus that may sell ; 
more oil than Kuwait, more copper . 
than Chile, and enough aluminum | 
to wrap the British Isles in foil. 


. He owns 50 percent of 20th Cen- 


tury-Fox and controls GORCO, an 
Oil refinery in Guam ‘that sells jet 
fuel to the U.S. Air Force and pe- 
troleum products to the entire Sev-; 
enth Fleet. His myriad of internation- ; 
al corporations control thousands of j 
acres of real estate, mineral rights, 
and mines. He sells arms to the; 
Third World and trades commodi- ; 
ties to such diverse groups as Iran’s © 
‘Revolutionary Guard and African ° 
tribal Marxists. | 
Rich’s vast holdings are head- , 
quartered in the tallest office build- | 
ing (which he owns) in the center 
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of the tiny Swiss canton of Zug, a 
village reputed to be a hideout for 
trading firms and multinational cor- 
porations seeking cheap taxes. Over” 
8,000 companies have been Jured™ 
to Zug by lucrative tax concessions 

and the promise that they could 

be considered Swiss firms if they. 
simply screwed a brass nameplate ¢ 


into the wooden door of a local‘ .#j 


Jaw office. But Rich came to Zug 
in force and took great pains to 
shape every nuance of his private ; 
financial nation. The canton’s chief : 
public prosecutor, Dr. Rudolph.: 
Mosimann, ‘served on the board, 
of Marc Rich AG. The canton’s ‘ 
finance director, Georg Stucky, : 
publicly proclaimed to the Swiss . 
newspapers that Rich was being 
“blackmailed” by the United States.": 
In Switzerland he was a local hero |: 
and became one of the country’s ! 
leading employers, while in the. 
United States he was branded an! 
international lout who had been paid : 
millions by the Iranians during the! 
months that Americans were rot- 
ting in a Teheran basement. 
It was a classically sweet deal: ; 
American citizen Marc Rich was | 
headquartered in Switzerland, but 
conducted his business activities 
from a U.S. corporation nestled in 
the penthouse of Manhattan’s Pia- 
get building. The U.S. corporation 
Marc Rich International was in es-. 
sence a subsidiary of Marc Rich & 
Co. AG, the Swiss parent. Although 
Rich paid U.S. taxes on Mare Rich 
International, the structure of his 
corporate juggernaut allegedly al- 
lowed him to defer boxcar loads of 
American-made profits to Zug. So 
much money, in fact, that the Jus- 
tice Department believes Rich could 
be assessed for over $200 million in 
back taxes if the Swiss would allow 
it to subpoena his overseas records. 
Rich’s 1,400 employees in forty 
offices in thirty countries are for- 
bidden to mention his name in pub- 
lic; all meetings with the press, so- 
cial or otherwise, are forbidden. 
Even those who have left his com- 
pany in the wake of the U.S. indict- 
ments gingerly refuse to give details 
of Rich’s activities ‘for the record 
because, according to sources once 
close to the firm, its bonus scheme 


—— 


is structured to extend payments (tungsten expert at cisx: Tins 
over a period of years, and former | trading firm of Dezta- GS: =r 


employees don’t want to be cut off _terprise managed n- S35 > 


for collaborating with government ers, the largest: Smmpsns— 
or journalistic probes. fit in the world, Date: sen 2... 


}the closest thing Kz ==miE 
; }to a mentor. “IE wer =r 35 
A’ ARC RICH'S life is shrouded ,come a trader, thes= termine 
#4 in secrecy, and the details * business from a teseso=— =e 


WW of even his early years ,a great way to ge so=~ 7 
f « r hated ea) oe 
ware hard to pin down. {plained a leadinz Ioustor 3p 


° 
mee 






‘He is the only son of a man who j dealer. “The mem 3 S= soay 


is believed to have made burlap that it’s used in exesz arms nF 
bags and dealt diamonds before he ; mament from a buile--cn= sap} : 
fied Antwerp for America to escape 
the Nazi persecution of the Jews. | between China mx¥ Soesiz * 
David Rich moved the family to ; power, the polices. sa =n mp5 
Kansas City in 1944 and then to | of the trading weri< is =T the 
New York City in 1950. He raised | that little piece of se Tk aoe 
‘enough money to put his son through < 

the private Rhodes School, from | become a trader ten= “ee =} 
which, according to school records, | him get a junior mostior sc Phe 
Marc graduated in 1952. Brothers. 

Marc Rich then studied market- |- The bottom-lims sSr=uisn : ' 
ing at New York University for two , grooming of the seme “echo we | 
years. Somewhere between his grad- | one day be the tirex== xf she Jer, 
uation from Rhodes and his drop- | tax evasion case ir TS. iiey: 
ping out of NYU he made the ac- , provided by a Ctmmrst xromp 
quaintance of Steven Dale, a former | mostly German-JeeSss ansoii tra 
British commando who was the ‘ at Philipp Brothecs.. Soe inp 
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Phibro-Salomon, the company re-, 


mains the world’s largest and per-?? 


haps most influential commodities 
firm, trading everything from South 
African platinum to Dakota wheat. 
It's the kind of company that metal 
merchants like to say has the ability 
to “create a situation.” Phibro’s 
stockpiles of raw commodities are 


so vast that its dealers can create a 


‘Worldwide: shortage or; glut’ of any 

‘particular ‘commodity by simply 

transmitting a Telex to purchase or 

-dispose of material. 

The company’s former chief ex- 
ecutive, Ludwig Jesselson, treated 

Rich like a son. Under Jesselson’s 

tutorship Rich learned to tame the 

volatile world of tin prices, for in- 
stance,"by going to Bolivia to deal 
with the’ Military j junta and coca-leaf- 
chewing peasants. Rich traveled the 
world for Jesselson, and made doz- 
ens of friends ‘in the international 
industrial community. He would 
visit factories and drink with man- 
agers in an endless succession of 
hotel bars. He would never forget 
an anniversary or a birthday, and 
made sure that the Christmas en- 

, velopes were fat. Soon Jesselson 
placed Rich in charge of the firm’s 
Madrid office, a strategic location 
that allowed Rich to work his trad- 
ing magic on Europe, Africa, and 
the Middle _East. His personality, 
associates, ‘say, put Rich ahead of 
“the hundreds of other traders who 
; agonized over what the Swedish 
steel industry would need in the way 
of nickel or what Poland’s future 
copper requirements would be. Rich- 
leamed how to get his hands on 
shiploads of Zambian cobalt, Mo- 
roccan copper, Russian chrome, and 
Yugoslav bismuth. He also learned 
about oil. 

_ In the late 1960s and early 1970s 
the OPEC nations began gobbling up 
oil fields from the big petroleum 
companies. Jesselson figured that 
his company, by virtue of its friend- 
ly and profitable associations with 
the OPEC cartel, could easily move 
in as a middleman between OPEC 
and the West. The move would 
bring Phibro into an area that had 
been almost exclusively controlled 
by the oil giants. It was high-risk, 
but the money that stood to be 
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{ 
gained made it worth a roll of the’ 


dice. 

Jesselson contacted Rich in Ma- 
drid and the two men decided that 
Tran would be the first target.in their 


oil gambit. Rich developed his con-* 


tacts with Iranian chrome dealers 
into access to large tracts of Iranian 
crude. The payoff was swift. Dur- 
ing the 1973 Arab oil embargo, 
Rich’s ability to work the Middle’ 
East generated huge profits that‘ 
propelled Phibro into the world’s 
largest spot oil trader. 

Rich’s work made him due for 
a bonus of over $1 million, the, 


_largest “bonus in Phibro’s history, | 


according to traders familiar with’ 
the company. Jesselson was outraged. 
over the figure and implored Rich 
to forget about the bonus since he: 
was heir apparent to Jesselson’s own 
job. But Rich, say those who know: 
him, "became livid, He flew to Switz-; 
(erland, where! Jesselson’ was‘ on a, 
skiing holiday, and demanded the’ 
bonus. Jesselson told Rich to go! 
back to the office. “The story may: 
be somewhat apocryphal as to ex-! 
actly what Rich did next,” a Lon- 
don trader explained. “It’s generally 
believed that Rich went to a coin 
box in the Ziirich airport, phoned 
Madrid, and closed an oil deal on 
his own that netted him $10 mil- 
lion. He then phoned Pinky Green: 
{another Phibro employee] and told: 
him to quit that afternoon because 
they had enough capital to start: 
their own company. From that point, 
on Mare Rich became obsessed with, 
‘destroying Phibro. He had only: 
one goal in mind: grind Phibro into! 
oblivion at whatever cost.” 


i 
5 
i 
! 


Fe, ICH’s FORTUNES bloomed. “He! 
iD) continued to travel the world, 





Rint |buying copper, lead, tin, zinc, 


Mvoil, sugar, aluminum, and rice 
from producing nations and quickly 
selling them to consumers. His own 
network of traders were given huge 
incentive bonuses. They would pur- 
chase the titles to materials that had 
yet to enter the harbor. They sold 
metal to foundries and developed 
.their own system to sell oil to re- 
fineries, 

Rich’s new outfit, Mare Rich & 


Company, began guerrilla raids on: 
Phibro. ‘He hired away dozens of 
traders sand their secretaries.’ His 
senior sitaff was instructed to do 
whatever. necessary to pound a spike 
through iPhibro. Marc Rich secreta- 
ries were dispatched to “date” Phi- | 
bro tradlers; industrial moles were 
recruited! in Phibro offices. “Any- ‘ 
thing wa:s possible if it screwed Phi: | 
bro,” said a trader who had an. 
opportumity to observe one raiding‘ 


' party. “Rich wanted to get his hands ' 


on a Jiamaican aluminum trader 
who hadi some sort of Phibro con- 
nection. The trader was flown from ' 
Kingstom to London, driven to his || 
penthouse hotel suite in a Rolls,’ 


-and arrived to find naked hookers’ 


prancing; around the room. “Women, | i 


‘cocaine, cash—it didn’t matter as' 


long as Phibro was put out of busi- 
ness.” 

By thie mid-1970s Rich seemed 
to appear like a Saudi sheik wher- 
ever there was an oil deal to be 
made, often to the embarrassment 
of the American oil companies. Big 
Oil, whiich was used to "purchasing © 
crude © directly from the producing 
countries, squirmed when dealing 


. with Rich. He had become a prick- 


ly thorm it could not remove be- 
cause off the nationalization_of for- | 
eign wells, When “Exxon “wanted 
access tio oil in Marxist-controlled 
Angola in the mid-1970s, execu- 
tives seit up a meeting with the 
country's oil agents. Expecting to 
receive ia politburo of Angolan of- | 
ficials, senior Exxon executives Were 
stunned when the “communist” rep- , 
resentatiive turned out to be Pinky ‘ 
Green. 

Rich’s deals did, however, some- 
times spiiral out of ‘control. In 1979, : 
for example, he was involved in ' 
a multiimillion-dollar oil deal in ! 
Ecuador. To"ensure an edge on the | 
competittion he’ ‘also began provid- ; 
ing weapons to the Ecuadoran gov- 
ernment:, acting as an agent for a 
manufacturer. The man who bro-! 
kered thie deal was Edmund Mantel, ! 
the executive in charge of Rich’s * 
Southeast Asian operation from of- } : 
* fices in ‘Bangkok. The situation be- ‘ 
came explosive for Rich because he ' 
was als@ purchasing oil from Peru, ° 
Which ait that time was involved in ? 
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a border war with Ec ador: But, 
Mantell, a German who sources: 
assert also brakered ayms for Rich . 
throughout the ‘Third orld, man-! 


. aged to stabilize the gensitive situa-! 


tion through promis¢s and payoffs. | 

“It was just a little border skirmish, 
that was easily contained,” a British. 
oil broker explained. Mantell’s life, } 
however, was mord difficult to con-! 
tain. He was fourfd bludgeoned to 
death in a Mont¢ Carlo alleyway : 
last August. Policé said he had been| 
tortured, Mantelf’s associates said‘ 


that the murder/was not random, | A 


and that_it, was cma linked to! 


“somes }deal war. 


a 


A” ANTELL was “the kind of 
fe by aggressive executive Rich! 

O47 \A liked to surround himself j 
Awith to maintain a grip 


‘on hundreds of different metal mar- 





' kets.. He had proved his worth on 


more than one occasion. In 1981 
he assisted Rich in pounding out an 
agreement to represent Malaysia’s 
state-controlled tin company, the 
Malaysian Mining Corporation. 
They sculpted a curious arrange- 
ment with the country’s prime min- 
ister to buy all of Malaysia’s tin, 
stockpile it in Hong Kong, and push‘ 
up world prices. It sounded like a 
‘| good deal, since tin prices had been * 
| evaporating and Malaysia was feel- 
ing the drgveht. The deal went down - 
in June 1981 and prices skyrocketed * 
from a low of $4.33 a pound to. 
over $7. But in less than a year, 
prices dropped and Rich took a° 
$60 million bath because he had‘ 
neglected to sell.-The Malaysians ! 
lost $150 million and ended up with ; 
somewhere in the neighborhood of 
60,000 tons of unwanted tin. | 
“Rich’s feeble attempt to corner ; 
the world tin- market by ‘trying to 
buy all of Malaysia was a dumb! 
move but not a real disaster,” a vet- 
eran Southeast Asian metal trader 
explained. “People in this business . 
are stuck with tons of unwanted ; 
metal every day. Rich made a deal, 
like a lot of us do, that didn’t work. 
What's important is that he made a 
deal, and-a rather large one. This ‘ 
business is about creating situations ; 
and that’s exactly what Rich knows j 
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how to do. if you think that the 
money is what’s important, you re 
wrong. The deal is what's really im- 
portant. You can always find mon- 
ey. But you have nothing unless’ 
you have a deal to go along with it.” ; 

“It's kind of sad that he got, 
caught,” laughed a trader with a’ 
shrug of his shoulders. “Now you're | 
going to want to know how we all” 
get away with it.” 


gam, | ARRETED away two flights. 
jabove a greasy spoon on 
o -ondon’s Tudor Street is 
mee jthe consulate of the Re-" 
public of Panama. Paint is peeling” 
from the walls of the office and the’ 
stench of burned bacon and oil-’ 
fried eggs hangs heavy, but this foul-| 
smelling place is Lourdes to those 
who refer to themselves as “inter-| 
national traders.” It is to this dilap- , 
idated room that they flock to be! 
cured of the affliction known as’ 
taxation. 
Sitting behind an old wooden’ 
desk, underneath a tattered map of 
the Republic of Panama, is an at-' 
tractive secretary with the ability to! 
exorcise the demons of the IRS. : 
The liturgy is simple: “May I. 
please have information outlining 








the formation, operation, and tax- | 


ation of corporations under ‘the 
laws of the Repuelie of Panama?” ; 
one asks. 


The secretary hands you a thir-| 


‘teen-page document and says: “You 


can choose your own name to be! 
incorporated or I can provide you, 


with a selection of titles already. 
incorporated in Panama. When you. 
make your decision please return 
with $1,650.” 
“will you take a check?” . 
“Cash only,” she says. 





.The US. government believes that | 


Mare Rich was a frequent visitor 
to numerous Panamanian consul-' 
ates around the world, establishing 
dozens of “Sociedades Anénimas” 
structured to prevent anyone from’ 
* following the movement of his mon-, 
ey. “We all have Panamanian cor-. 
: porations,” said a metal trader who’ 
i funnels millions of dollars his U.S. 
company earns overseas into Swiss 
and Dutch banks through two So-, 
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ciedades Anénimas and a similar ment we receive can be exchanged 
Corporate scheme offered by Libe- between two secret accounts to 
tia, “Jr's just smart business prace “avoid taxation. Depending on the 
tice to avoid paying money that the _ circumstances involved, another por- 
U.S. has no business asking for,” tion of that money can be ex- 
he said. . changed on a different set of books 
Jf someone has a Panamanian ‘established for purposes of Amer- 
corporation, he can conduct Jegal ican, British, or whatever country's 
business transactions in any coun- | taxation.”, ie ee 
try, have a small percentage of his ~ ; ~~ 
profits declared as taxable income 
{to avoid government scrutiny), and . MORE expensive and com- 
pay the rest’ to the corporation,. plex swizzle is to go out 
whose owners are considered sacred- and buy a bank. A few days 
ly secret under the laws of Panama. before this year’s LME din- 
The corporate money can then be ner, at a time when every metal 
filtered into any number of foreign trader in the world was wandering 
banks whose by-laws also ensure around London figuring out ways 
secrecy. Panamanian corporate law to avoid being baked in the after- 


. iS particularly helpful to a business- glow of Mare Rich, a large ad ap- 


man with deals in several different peared on the business page of the 
countries. Any Panamanian corpo- Imternational Herald Tribune. The 
ration that operates outside of Pan- ad had been placed by a man who 
ama is sot required to file financial said his name was Josephson. He 
reports or tax retums and may Offered a “Tax Haven Bank... 
maintain its books in any manner priced for quick sale at $60,000.” 
it desires in any part of the world. Josephson, who claimed to be an 


- This permits a procedure generally American, held court in the bar of 


known as laundering. For a billion- Knightsbridge’s Basil Street Hotel, 
dollar metal dealer like Mare Rich, 2 Sleepy place usually reserved for 
it’s quite the bargain at $1,650 plus wealthy tourists. But the characters 
a $50 annual’ franchise tax. who streamed into the lobby dur- 
Corporate frameworks similar to ing metal week were not simply 
that of Panama are aggressively Americans in search of the autumn 
marketed to metal traders by the sales at Harrods. ++ . 
governments of Switzerland, Singa- “Privacy is the primary purpose 
pore, Uruguay, the Bahamas, and of owning a bank,” Josephson hec- 
the Cayman Islands. “The trick to tored while nursing a tall scotch 
establishing a successful metal trad- and water. “The U.S. does not af- 
ing business that can operate world- ford privacy to its citizens. Whose 
wide is to ensure that a substantial damn business is it how much mon- 
amount of your capital is hidden,” ey Mare Rich had? Whose damn 
advised a metal trader who was business is it how much money 
then being assisted in camouflaging anybody in any business has?" 
potentially taxable income in Switz- Josephson had traveled to Lon- 
esland by Arthur Moussalli, the don to dispose of a bank void of 
managing director of Geneva’s Busi- any currency or ownership controls 
ness Advisory Service, which ped-' that he had established in the Cay- 
dies Swiss secrecy laws to busi-; man Islands. It was a bank like any 
nesses, “Our deals involve so much other bank, with the ability to fssue 
money and so much speed that we checks, letters of credit, or cash 
could not afford to conduct 2 sub- froma street-comer monty machine. 
stantial portion of our business with- The Cayman Islands, he explaised, 
out having a perfectly legal foreign would allow anyone to open a bank 
banking. and corporate structure to If he could produce initial de- 
cushion us from prohibitive tax posits of $250,000. Once the struc- 
rates,” he added. “Since many ofthe ture was established, however, the 
companies we do business with also owner could pull out his $250,000 
have secret foreign accounts and and sell the bank to the highest 
corporations, a portion of the pay, bidder. And the bidders for Jo- 
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weae sa oot World can use that money while It: 


sephson’s bank were flocking to the 
Basil Street Hotel ike cardinals to 
the Sistine Chapel to elect a new 
pope. 

“Even in intemational business 
it takes days to clear checks of mil- 
Hons of dollars," Josephson ex-' 
plained excitedly. “Nobody in the: 
is being cleared except the bank.' 
With your own bank you can keep 
the money working for you and you 
alone.... You can create your own 
impenetrable world!” 


ARC NICH spent his life | 
brewing deals that perco- 
lated money throughout 
A. layers of secret accounts, ° 
private banks, and corporations pro- 
tected by foreign governments, He 
owed no loyalty to any country. His 
world had become a prism; he could 
refract and displace billions upon 
billions of dollars through dozens 
of countries and companies until 
they, like light, finally disappeared 
from view. After leaving Phibro in 
1974 he rode the metal bandwagon, 
sidestepping the politics of nations 
. by acting as a maverick middleman 
between producers and consumers. 
But the tightly spun global network 
he created with a phone call from 
the Zirich airport could not prevent 
the oldest and most simplistic of 
all criminal inyestigation techniques 
from unraveling his labyrinthine cor- 
porate mysteries. Marc Rich, in the 
end, was caught because the gav- 
ernment found a snitch—a former 
business associate of Rich’s who 
had himself been indicted for shady 
business practices and who offered 
up information on Rich in retum 
for reduced charges for himself. 

In 1980 and 1981 Rich and his 
partner Pinky Green allegedly cre- 
ated an oil racket that deposited 
over $71 million in Switzerland to 
avoid domestic taxes. The bamboo- 
zle, according to the U.S. govern- 
ment, consisted of two separate 
deals that provided a bonanza of 
profits for the two men. The first 
deal was amazingly simple. Rich 
purchased $200 million worth of 
oil from Iran with money he bad 
in bank accounts in London, Paris, 
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and Zurich. The transactions took 
place at a time when American 
companies were forbidden to deal 
with Iran because of the hostage 
crisis. Rich operated out of New 
York, but the money flowed to Iran 
from Switzerland. 

London traders say that Rich 
would probably have gotten away 
with his alleged 6.2-million-barrel 
backdoor oil deal had it not been for 
a second blatantly illegal scheme. 
While he was dealing with Iran 
Rich also scooped up oil from old 
domestic wells, oil that was under 
strict price controls at roughly $5 
a barrel. He then supplied the oil 
to West Texas Marketing of Abi- 
lene and Listo Petroleum of Hous- 
ton. Both companies, the govern- 
ment contends, were in cahoots with 
Rich. West Texas Marketing and 
Listo Petroleum sent the $5-a-bar- 
rel oil on a daisy chain, a process 
that propelled the cheap oil through 
dozens of shady transactions that 
ended with the controlled oil selling 
at upward of $20 a barrel, The daisy 
chain was so complicated that it 
seemed unlikely that a government 
agency could trace the oil's passage. 

When the price of the oil reached 
its ceiling, the Texans sold it back 
to Rich’s New York company. The 
New York company then middle- 
manned the $20-a-barrel daisy- 
chained oil to a host of domestic 
petroleum companies at the highest 
possible spot price. The agreement 
between Rich and the Texans, ac- 
cording to the government, required 
West Texas Marketing and Listo to 
retum $70 million in pumped-up 
controlled-oil profits to Zug after 
taking a cut, The taxes on the profits 
were effectively evaded when the 
Texans transferred them to Rich’s 
Swiss parent company, a foreign 
concern protected by Swiss secrecy 
laws. 

Rich’s double oil deal was one of 
many shuffles conducted by com- 
modity traders every day of the year 
in every commodity {maginable. 
Treders explain that there exists 2 
builtsin risk factor whenever such 
deals are forged, inherent problems 
that the smart trader will finesse. So 
when the Justice Department con- 
cluded its cighteen-month investiga 





tion into the activities of Marc Rich 
International, Rich and his sidekick 
Pinky Green eluded the fedesal col- 
Jac simply by buying two first-class 
tickets to Switzerland, Jeaving a 
zealous team of U.S. prosecutors to 
wrangle with the problems of extra- 
territoriality. “You Americans have 
a tendency to consider firms that 
ate controlled by Americans but 
domiciled in foreign countries to 
be under U.S. jurisdiction,” ex- 
plained Matthias Krafft, a Swiss of- 
ficial. “For us, Marc Rich is a Swiss 
entity under Swiss jurisdiction. We 
cannot accept that an American au- 
thority has the right to compel a 
company locatéd in Switzerland to 
provide information to the U.S. 
government.” 

‘The Swiss were further outraged 
by the Justice Department's rough- 
shod attempts to spirit Rich away 
from the protection afforded him in 
Zug. The U.S. was so bent on hav- 
ing Rich behind bars that it failed 
to invoke two treaties that would 
possibly have allowed prosecutors 
access to Rich and his documents, 
The failure of the Justice Depart- 
ment to put these treaties into ac- 
tion alarmed and offended the Swiss 
to such an extent that the Bern 
government said that release of the 
papers would now constitute “eco- 
nomic espionage” by the United 
States, 


“ARC RICH, his friends and 
colleagues will tell you, 
was a good citizen. He 
paid taxes, just not enough 
of them, He was a true American. 
Money delighted bis soul but pay- 
ing governments for his enjoyment 
made him angry. At times he may 
have outraged his colleagues, but 
he was a force to be admired and 
reckoned with because he built a 
company that delivered on time. 
And the metal men knew that Rich 
could create a situation. Rich’s ul- 
timate situation may well be the 
fact that he is now a Spanish cit- 
izen, Ironically welcomed with ope 
arms into a socialist country whose 
former dictatorial regime he helped 
support through lucrative oil and 


metal deals. “Td love to know,” 


wo. 


aa AL 


43 


said a trader in rhodium, “how he 
set that deal up.” 

Even in his own world Rich re- 
mains an enigmatic figure. Some 
people believe that he was driven 
by his hatred of Phibro, others that 
it was simply the power money buys 
that fueled him. But once the tales 
true and apocryphal are removed, 
the froth of indictments and ac- 
cusations whisked away, you are 
left with a simple scrap merchant 
—a rag and bone man, as the 
British call their junk dealers. It's 
a profession born in the back streets 
of the Industrial Revolution, in the 
effluence of factories, where tired 
immigrants pulled junk-laden wood- 
en carts with the hope of making 
a few cents selling discarded metal 
to a furnace in another town, Rich 
simply traded in the rickety wooden 
cast for a Telex machine. He mas- 
tered the rough-and-tumble realities 
of junkyard deals, heavy-mannered, 
bare-knuckled business techniques 
not offered in the Harvard Business 
School prospectus. . 

Traders admired Rich because he 
was able to dismantle the sticky 
web of mercantilist regulations and 
restrictions that hobble the wealth 
of nations and their corporations. 
Like the old junk dealers who left 
no garbage heap untumed in their 
search for discarded lead batteries, 
zine cathodes, or copper pipes, Rich 
explored, and took advantage of, 
every opportunity that would add 
to his power, influence, and pros- 
perity. “Only a scrap dealer would 
have the guts to take on the U.S. 
government over what is his and 
what is theirs,” a metal trader who 
comes from three generations of rag, 
and bone men boasted. “If Rich ul- 
timately wins he’s a hero. If he 
loses he’s a martyr.” 

“The man js still trading mil- 
lions of dollars every day,” another 
trader said in amazement. “Can 
you comprehend that? We're all 
scared of maybe going down with 
him but we're still trading with him. 
He has to trade.” In the metal 
world trading is a process no indi- 
vidual or government can contain 
with laws or prison cells. There will 
always be another deal, another 
situation, a 
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(In open court) 

THE COURT: Good morning. 

Mr. Weinberg. , 

MR. WEINBERG: Yes, your Honor. Morris 
Weinberg, Jr. for the United States, your Honor. | 

We first wanted to formally advise you that 
yesterday the grand jury returned an indictment against Mr. 
Mare Rich, Mr. Pincus Green, Clyde Meltzer, and the two 
companies, Marc Rich & Company, A.G. and Marc Rich & 
Company International Ltd., which now goes by the name of 
Clarendon. 

The indictment charges them with various counts 
of racketeering and racketeering conspiracy. 

THE COURT: Let me just give you the benefit of 
knowing what is uppermost in my mind, and that is I am 
acutely aware of the fact that what is before me had its 
origin in a motion to quash a grand jury subpoena and the 
matters which ensued as a result of that motion and the 
court's directives. 

Now that there is an indictment, and the 
criminal case will be assigned pursuant to the rules of the 
court to a judge who will have responsibility for the 
criminal aspects arising out of the indictment, what if 
anything is there that remains before me in this proceeding? 


MR. WEINBERG: Yes, your Honor. It is our 
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position that Marc Rich & Company, A.G. continues to be in 
civil contempt of this court's previous orders with regard 
to production of documents under the A.G. subpoena. 

Now, I should first advise your Honor that in no 
way has the investigation, the grand jury investigation, 
concluded as a result of yesterday's indictment. Indeed, 


the grand jury is continuing to investigate tax evasion 
a a TT 


schemes involving amounts that are equal to or maybe even 
larger than the $100 million amount set forth in. 


It is also continuing to investigate the areas 
that your Honor wanted to conduct a hearing on or suggested 
that he would want to conduct a hearing on. The grand jury 
is investigating the sale of International that took place 
the day after your Honor imposed a $50,000 a day fine. It 


made it into the name Clarendon. We are investigating back 
er ree 2a os 


to determine wheth r not there was an obstruction of 


justice there. 


7 


steamer trunk affair to determine whether there was 
Ree ee ee ee 
The grand jury is continuing to investigate 
esl a EP AA. a SE NS RR cS OR SA 


whether or not any individuals or the companies were 


involved in the seizure in any way of the Swiss documents 
a wy ee 


by the Swiss authorities. 


SOUTHERN DISTRICT REPORTERS, U.S. COURTHOUSE 
FOLEY SQUARE, NEW YORK, N.Y. — 791-1020 


























10 


ll 


12 


13 


14 


15 


16 


17 


18 


19 


20 


21 


22 


23 


24 


25 


@ @ 4 


The fourth area that your Honor had indicated 
that you would like to inquire into in a hearing was the 
idea of whether or not Marc Rich A.G. was doing business in 
the United States. We had suggested to your Honor that 
affidavits had been filed over a year ago by principals of 
Marc Rich & Company, A.G. and Marc Rich & Company 
International which had, under sworn affidavits, indicated 
that Marc Rich A.G. was not doing business here, and 
further than that, that the principals and employees of 
International here in the United States never acted as 
agents for A.G. in deals from the United States. You had 
asked to look into that. 

I am here to tell you this morning that I 
believe, I have been advised by the new counsel for 
International -- they were counsel that were not in this 
case when affidavits were filed over a year ago -- but we 
have been advised by the new counsel that those affidavits, 
which we believe to be perjurious and false, will be 
withdrawn. So that that issue I believe, as a result of 
that, is eliminated as an issue that your Honor would want 
to look into in the way of a hearing. 

With regard to the hearing, therefore, we 
believe that it would be more appropriate and it would be 
fairer to all of the parties involved to allow the grand 


jury to continue in the normal secrecy of its proceedings 
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to investigate these three areas, that is, the Swiss 
seizure, the steamer trunk affair and the International 
sale, rather than conduct a public hearing at this time. 
If you, however, wish to proceed, we are ready to proceed, 
and we believe that the first witnesses that should be 
called are Mr. Rich and Mr. Green. 

So that where we are left, your Honor, one, we 
request that we not proceed with this hearing for the 


reasons that I have set forth. However, your Honor, we 


_take the position that a number of documents that are 


subject to the subpoena have not been produced, both for 
saceresat and, according to counsel for A.G., inadvertent 
reasons. 

We believe, therefore, that until A.G. can come 
before your Honor by way of sworn affidavit to address the 
questions as to whether, one, it had anything to do with 
the Swiss seizure, and two, as to its current ability to 
produce these documents, that they continue to be in 
contempt and the case continues to be before you. 

I should say at this time that Mr. Pedowitz, 
Larry Pedowitz, the chief of the Criminal Division of our 
office, is here. When we had last left you had directed us 
to make an effort to resolve this Swiss sieeetenrwith the 
Swiss authorities. Mr. Pedowitz is here to fill you in on 


all of the efforts that have been made. 
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I should further tell your Honor that an 


official of the Swiss government, Mr. Leutart, and his 
lawyer, Mr. Herzstein from the Arnold & Porter firm, are in 
the courtroom today, and I understand that they are 
available to answer any questions if your Honor has any 
questions of them. 

THE COURT: And I should note that I received 
yesterday by hand a letter from His Excellency, the 
Ambassador of Switzerland, which I will mark as Court 
Exhibit A and make a part of the court record in this case, 
setting forth the position of the government of Switzerland. 

(Court's Exhibit A was marked for 
identification) 

THE COURT: Before we deal with the matter of 
the relative positions of the United States and Switzerland 
to the extent, if any, that it's appropriate to deal with 
them, let's deal with the question of a hearing, which is, 
of course, the purpose for which this matter was calendared. 

2 You mentioned new counsel. Who is it now who 
speaks for the respondent here? 

MR. WEINBERG: When I said new counsel, Barry 
Kingham is here today from the Curtis Mallet firm, but I 
wanted to make it clear to the court that the Curtis Mallet 
firm, for which Peter Fleming is the lead counsel, was not 


representing the Marc Rich group back in June of 1982, when 
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those affidavits that were filed in front of the court, 
which the government believes were false, were done. 

THE COURT: Your position is that we are dealing 
with conduct, at least insofar as the individuals are 
concerned, of United States citizens in the United States 
in violation of American law, and that insofar as an issue 
had been raised with respect to whether or not the Swiss 
entities were or were not doing business in the United 
States, that issue is no longer in dispute. 

MR. WEINBERG: Right. When those affidavits are 
withdrawn the Marc Rich group will be formally withdrawing 
or these individuals will be withdrawing their sworn 
statements that in effect Marc Rich A.G. was not doing 
business here, which is contrary, we believe, to all of the 
evidence in the case. 

THE COURT: Is there any counsel for any entity 
interested in these proceedings whe quarrels with the 
suggestion by the government that the court not conduct an 
evidentiary hearing with respect to the issues previously 
stated and that those matters be deferred to permit the 
grand jury to complete its inquiries in the usual manner in 
which grand juries conduct investigations, that is, in 
secrecy? Is there anyone who believes that that would be 
inappropriate and who takes the position that the court 


should hold such an evidentiary hearing? 
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All right. I will grant then, without 
epposition, the government's application that an 
evidentiary hearing not be held, but that those matters be 
deferred pending the conclusion of the grand jury 
investigation. 

Now, you were about to tell me or Mr. Pedowitz 
was about to tell me what actions have been taken pursuant 
to the directive of this court that the United States 
respond to the then outstanding letter of the government of 
Switzerland and that every effort be made to resolve 
expeditiously and in a consensual fashion the disagreements 
between the government of the United States and the Swiss 
government. 

Mr. Pedowitz. 

MR. PEDOWITZ: Thank you, your Honor. Your 
Honor, when we did last appear before you you did, of 
course, suggest to us that we communicate as Soon as 
possible with the Swiss government in order to open up 
lines of communication with that government. We did do 
that on a very, very Beeaee basis. A number of informal 
meetings took place in which representatives of the 
Department of Justice, including myself, and 
representatives of the State Department met with Swiss 
officials in the United States, and we met with, among 


other people, Mr. Leutart, who is here this morning, the 
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First Secretary of the Swiss Embassy. 


During our earliest of meetings Mr. Leutart on’ 
behalf of his government invited a delegation from the 
United States to travel to Switzerland to diveuss with the 
Swiss government ways of obtaining prompt access to these 
documents. Mr. Leutart on behalf of his government at that 
time suggested that he was quite confident that these 
meetings would be fruitful. Unhappily, he was wrong. The 
Swiss government, though at all times entirely courteous to 
the representatives of the United Shanes ymeve Dereer) at 
all helpful in suggesting means of our obtaining prompt 


Ps ot Sp es Oe pee et eg 
access to those very important documents. 


SNC PAID hE dew Os AEE EEE 

At the urging of the Swiss a delegation from the 
United States, including myself, flew to Switzerland and we 
met in Berne, the capital of that country, with Swiss 
representatives on September 7 and September 8. 

I know, your Honor, that you have described this 
morning a letter which was delivered to you last night, a 
letter written by the Swiss ambassador, and that that 
letter provides a rendition of some of the discussions 
which we had in Switzerland. The Swiss ambassador was not 
present at those meetings. I was, and I think that there 
are a number of matters that are not discussed in that 
letter that should be if a full record is to be made of our 


meetings with the Swiss government and the positions of our 
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First, it should be entirely clear that the 
United States government has made clear at all times to the 


Swiss government how important the Marc Rich case is to 


this government. 


We have explained to the Swiss government that 
this is the largest tax evasion scheme ever investigated, 
now ever prosecuted, in the United States. We have 
explained that the case involves Trading with the Enemy Act 
violations. We have explained that the case involves 
racketeering violations. And we have done that pursuant to 
your Honor's order, a 5(e) order permitting us to discuss 
in great detail with the Swiss authorities the details of 
our investigation. 

Second, we made it entirely clear to the Swiss 
government that we know a great deal about the documents 
that they have seized and that those documents are 
extremely important to the government's ongoing 
investigation of the Marc Rich enterprises and the 
individuals that run those companies. 

I should explain that we insisted when we worked 
out arrangements with Marc Rich A.G. that we be provided a 
list of the documents that were seized, as detailed a list 
as they were capable of providing us. Our ability to 


ebtain that list has permitted us to know a great deal 
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about what is contained in the documents which the Swiss 
have. We know a great deal about the oil transactions 
which are discussed in those documents. 

We advised the Swiss in our discussions that 
based on our investigation we believe that those documents 
might well provide evidence of still further tax evasion 
violations, which Mr. Weinberg has described this morning 
as at least as great as the tax evasion violations which 
are described in the indictment which was returned 
yesterday. 

In short, we believe, aS we suggested the last 
time we appeared in this court before your Honor on this 
matter, that these documents are indeed golden nuggets. 

Third, we made it clear to the Swiss government 
that if they wished to cooperate in this case to help us to 
gain access to the documents quickly we believed that there 
were very simple ways of them doing so, and one way I would 
like to explain, because it is discussed in the 
ambassador's letter, and I think it deserves some 
clarification. 

The Marc Rich A.G. documents which were seized 

ee ey 
by the Swiss prosecutor pursuant to an investigation of 


possible violations of Article 273 of the Swiss criminal 


—eeeeeeeee 


law were, of course, documents that were under subpoena 


from this court. Article 273 is a Swiss criminal law 
We a et 
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provision prohibiting the making of business se@eets 
accessible to, among other people, foreign governments. 

The Swiss prosecutor seized these documents not 
because it had determined already that the documents 
violated 273, that they indeed contained business secrets, 
but rather because they were investigating whether 273 
applied to the documents. 

Our delegation in Berne, including 
representatives of the State Department and the Department 
of Justice and the Swiss Embassy in Berne, suggested that 
there were numerous reasons for believing that 273 did not 
apply to these documents and that if the Swiss prosecutor 
would expedite his investigation we believe the documents, 
or at least the vast majority of them, could promptly be 
returned to Marc Rich A.G. and they in turn could promptly 
be turned over to the United States government pursuant to 
its subpoena or pursuant to the agreement which Mare Rich 
A.G. had entered into previously with the United States 
government on August 5, 1983. 

Let me explain a few of the reasons for 
believing that 273 does not apply to these documents. And 
all of these, I might add, and others, were explained to 
the Swiss delegation in full. 

First, Swiss legal advisers in their very 


delegation advised us that 273 does not apply to documents, 
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such as telexes, that have been transmitted from one 
country to another. The first five boxes seized by the 
Swiss government were, we were advised by Marc Rich A.G., 
telexes sent from London to Switzerland. 
~: Second, the only business secrets that we could 
see that were being protected by the assertion of 273 in 
this case were how to defraud the United States government, 
something that we have already learned all about. This we 
did not think was worthy of Swiss governmental protection. 

The A.G. documents, the Marc Rich A.G. documents - 
I.am going to back up for a moment. 

The Swiss government has taken the position that 
with respect to Marc Rich International, the company 
allegedly doing business in the United States, and 
concededly doing business in the United States, now called 
Clarendon, are not subject to 273. The theory the Swiss 
have advanced to us, the explanation for this, is that 
since Clarendon or International does business in the 
United States, it would be understood, of course, that any 
party doing business with that entity would not expect the 
protections of 273 to apply, a Swiss statute. 

We explained to the Swiss that Marc Rich A.G. 
likewise does business in ene United States, that 
notwithstanding affidavits which have previously been 


submitted in this case by representatives of Marc Rich A.G. 
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and Marc Rich International, it was entirely false that 
Marc Rich A.G. did not do business in the United States. 
Indeed, Mare Rich and Pincus Green conducted the very 
transactions on behalf of A.G. that are discussed in the 
indictment out of Mare Rich A.G.'s office in New York City. 

We therefore advised the Swiss prosecutor and 
the delegation that in our view it was not consistent for 
them to take the position that 273 did not apply to 
Clarendon while taking the position that it did apply to 
Marc Rich A.G.. 

We were given an opportunity to meet briefly 
with a representative of the Swiss prosecutor's office. He 
had net been part of the Swiss delegation and never became 
part of the Swiss delegation, though we had requested that 
he be made a part. 

During that meeting the Swiss prosecutor told us, 
in response to a question which I asked, that 273 would not 
apply to the documents which had been Sates vis-a-vis the 
United States government if the United States government 
already knew the business secrets which were contained in 
those documents, such as the names, the third names, of the 
parties to the oil transactions which were in the folders 
which he had in his possession. 

We advised the Swiss prosecutor that I was ina 


position to explain to him, since I had a great deal of 
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information about the very oil transactions he had files 
concerning in his possession, what all of the legitimate 
business secrets were in those files. I proceeded to do 
this with respect to one of the more important files that 
he had in his possession. 

We were then told by representatives of the 
Swiss government that it would not be helpful for the Swiss 
to receive this information. 

Our delegation explained to the Swiss delegation 
that this was a Catch 22. Not all of them initially 
understood what we meant by that term. We explained to 
them what Joseph Heller had in mind. How could their 
prosecutor tell us that 273 would not apply to the 
documents if we already had the business secrets and then 
tell us that he was not interested in hearing from us what 
we knew about the business secrets in those documents? We 
were never given an answer. 

We also asked how the Swiss prosecutor could 
conduct an investigation of violations of 273 without 
knowing what aecunents had been produced in the United 
States already and what our government knew previously from 
other subpoenas, such as subpoenas to American oil 
companies in this country and to International, which 
concededly was not covered by 273, about the very documents 


he had in his possession. 
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@ We invited the Swiss oroQ@putor to the United 
States to review our documents and to show him what we knew 
about the legitimate business secrets that he had in his 
files. He declined our invitation. 
~: Our delegation left the meeting in Berne 
convinced that 273 was being used as_a blocking statute, a 
word of art now -- there are blocking statutes in place in 
a number of countries, such as France; there is no blocking 
statute that we are aware of in Switzerland at present -- 
that that statute is being employed as a blocking statute 
by the Swiss and that it would be so be used in future 
cases to frustrate subpoenas of United States courts for 
documents located in Switzerland. | 
A word about the Swiss view of the subpoena 


issued in this case, because I think it is important for 


the court to understand that. 


The Swiss have explained to us that they view 
the sub j by this court as 


having an impermissible extraterritorial effect in that it 


< aan a See (ee 
reaches_documents in Switzerland-hetd-by-a party, Marc Rich 


A.G., that does no business in the United States. 

We explained to the Swiss that this court, the 
Second Circuit and the Supreme Court of the United States 
had an opportunity to pass on this question of the validity 


of the subpoena and that the subpoena was held valid. 
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Accordingly, while we respected the views of the 
Swiss government, we also explained to them that we had 
sworn duties as well and that we had final rulings from 
this country's judiciary that the subpoena was in fact 
valid. 

More importantly, we explained to the Swiss that 
their view of the subpoena as having an extraterritorial 
effect was based on an incorrect factual premise. The 
Swiss had assumed, as Marc Rich A.G. had portrayed in this 
court, that Marc Rich A.G. did no business in the United 
States and that it only did business in this country 
through a wholly owned subsidiary, Marc Rich International 
A.G. Ltd., now named Clarendon. They therefore felt that 
A.G.'s documents could not be reached through a subpoena to 
A.G. because A.G. was not present in the United States. 

We explained to the Swiss -- and this apparently 
has not reached the ambassador -- that this factual belief 
was based on affidavits submitted by A.G. and International 
that the United States government was now in a position to 
prove were false. Mr. Weinberg inadvertently said 
perjurious earlier. We believe the affidavits are false. 

There may also have been a suggestion that the 
lawyers had some role in this. We do not believe that to 
be true at all. We believe that the client is wholly 


responsible for the submission of those affidavits and 
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those affidavits are palpably false. 


In fact, Marc Rich A.G. does business through 
Marc Rich, did business through Marc Rich and Pincus Green 
in New York City, in International's office in New York 
Gity, in connection with the very transactions that are 
described in the indictment, and those affidavits, we are 
informed by counsel for Marc Rich International, now 
Clarendon, are to be withdrawn. 

We therefore explained to the Swiss that this is 
a case where the Swiss company doing business in the United 
States, controlled by United States citizens, was served in 
the United States with a subpoena for documents that were 
fortuitously housed in Switzerland. We told them that this 
did not seem to us to be a case of extraterritoriality, and 
certainly not the case of extraterritoriality that the 
Swiss had posited to us when we began the negotiations. 

The present Swiss position is quite simple. The 


subpoena, they say, is extraterritorial, without any 


eee 


discussion of the fact that Marc Rich A.G. did and does 
business in the United States, and they do not like that 
subpoena. Jip: Pes bus hee ee Only wey, 2,98 1n aceess (be 
the documents is to make a treaty request or a request for 


mutual assistance. 


enn eel 


Our delegation explained, our full delegation, 


representatives of the State Department, again, as well as 
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the Department of Justice, that in our view such a request 


in this case would not be an appropriate way of gaining 


oh cen ca 


access to the documents. . 


ao at, iff we proceed under a treaty request or a 


mutual assistance request third party appeals concerning 
the names that are contained in those documents could tie 
us up for months, if not years, in our attempts to obtain 
those documents. That is precisely the experience which we 
have had in other cases which the Justice Department has 
investigated. 

THE COURT: Do you have any information, any 
statement you would like to make concerning the 
ambassador's observation on page 3 of his letter, "The 
Swiss delegation answered that according to information it 
had received it is unlikely that Marc Rich & Co., A.G. 
would file an appeal." 

MR. PEDOWITZ: I believe that is correct, your 
Honor. I think it is unlikely that Marc Rich A.G. would 
file an appeal. 


The problem is quite simple. The problem is 
he Se 


that under the treaty provisions and_under the mutual 
a aaa | 


assistance provisions any third party who is referenced in 


the documents has a right n appeal through the 


Swiss courts. 


aac aa 


THE COURT: So the number of possible appellants 
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includes a number of other people. 

MR. PEDOWITZ: They are numerous, your Honor, 
very numerous. 

THE COURT: Let me ask you this. I am satisfied 
that the direction of the court that the United States 
communicate with the government of Switzerland and that 
efforts be made to resolve this matter have been 
implemented, and I regret that there remain differences 
between the United States and Switzerland, and I would 
certainly sseuraae that efforts to resolve those 
differences be pursued. 

Obviously, this court is not in a position to 
issue any orders or directives to the government of 
Switzerland. Even if it had the power to do so, it would 
not lightly entertain that. 

What if anything is there that you want this 
court to do? 

MR. PEDOWITZ: Your Honor -- 

oe THE COURT: And the other question is, which 
either you or Mr. Weinberg can answer -- the purpose of 
this proceeding is to compel compliance by the parties 
served with the grand jury subpoena -- what is there that 
you believe that Marc Rich can do, has the power to do, 
which makes appropriate the continuation of this matter 


before me, and as a related question, makes appropriate the 
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continued imposition of any sanctions against Marc Rich, 
especially the fine? What is the status with respect to 
the fine? 

MR. PEDOWITZ: Your Honor, as I understand it, 
payments were made through the 12th of September of $50,000 
a day during the interim period. As I understand it, 
additional moneys were due on Friday, since we now returned 
to the payment schedule under your order, and it is my 
understanding that that payment has not been made. 

Your Honor, your second question was what is our 
position with respect.to continued contempt by Marc Rich 
A.G. We would like to address that issue with you in your 
chambers or outside the presence of the public. We suggest 
that for reasons which we will explain to you in detail 
when we can see you. We would be delighted to have the 
lawyers, of course, for the parties present. But we think 
that some of our suggestions could be frustrated if we did 
not have an opportunity to speak with you in private about 
this. 

Your Honor, if I may, I would like to conclude 
my remarks, because I do not want the Swiss government left 
with any misimpressions as to what our position is, and I 
just have a OMe or two more. 

THE COURT: Yes. 


MR. PEDOWITZ: Your Honor, I have not responded 
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to all of the points in Ambassador Hegner's letter. I! 
think it is appropriate that we do so, and that we do it in 
writing, and we intend to do that. 

I should add that I believe we proposed a number 
of innevative solutions in Berne to these problems that 
would, I believe, have accommodated each government's 
interests. Unfortunately, we were unable to convince the 
Swiss government of that. 

I should underscore that our representatives 
have at all times been treated with the utmost courtesy by 
the Swiss government. We are two friendly nations that are 
at the moment in disagreement. We are hopeful, as is the 
State Department, that we will as yet be able to work out 
an accommodation with the Swiss concerning their position 
on these documents. 

Your Honor, on a related subject, very briefly, 
we are hopeful that the Swiss government will cooperate 
with us in securing the presence of Mr. Rich and Mr. Green 
in the United States. The Swiss government has been 
extremely cooperative in the past with our government in 
processing our extradition requests. 

We have every reason to believe that Mr. Rich 
and Mr. Green, based on their conduct in recent months, 
will become fugitives from justice. We anticipate seeking 


extradition on this indictment or on a superseding 
rete 
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indictment that may make it easier to secure extradition. 

We also hope that the Swiss may assist us, as 
they have in the past, in using other means to help us 
secure Mr. Rich's and Mr. Green's presence in the United 
States. As I understand it, Mr. Rich and Mr. Green are 
effectively guests of the Swiss government at present in 
Swiss territory. They may be determined to be unwanted 
guests. 

Your Honor, at this point we really have nothing 
further, other than our suggestion that we see you, if 
possible, outside of open court. 

THE COURT: First, is there anybody who wishes 
to be heard in open court? 

And second, is there any anyone who objects to 
the government's suggestion that I see the parties not in 
open court? 

I acknowledge the fact that although all 
unspoken, the media objects to that. 

= I grant the request with some reluctance, but 
grant it nevertheless. I will see counsel and the reporter 
in the robing room. 

(In the robing room) 

MR. MANEKER: I would like a little 
clarification before I participate, Judge. 


Obviously if there is some restriction on me as 
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to what I may say about this outside this room my presence 


here serves no purpose, and I just want to know what the 
ground rules are. 

THE COURT: I have no idea what the purpose of 
this preceeding not in open court is. I granted the 
request because I thought that I was going to hear from the 
government some suggestion as to a procedure which perhaps 
had already been discussed with counsel for Mare Rich and 
to some extent was agreed upon. 

MR. WEINBERG: Maybe I can just outline -- 

THE COURT: Before you do that, I think Mr. 
Maneker is entitled to a response to his question to know 
the ground rules of this conference, and specifically he 
wants it made clear that he will be under no inhibitions 
with respect to any statements that he might wish to make 
concerning what is discussed in this room. He is entitled 
to a response to that from the court, and prior to making 
such a response I would want to hear from the government, 
although I do have some question as to why we are not in 
open court if that is going to be the case. 

MR. WEINBERG: Maybe I can explain. 

THE COURT: Yes. 

MR. WEINBERG: Basically, your Honor, we may 
well at the end of this request an order from the court 


prohibiting Marc Rich & Company, A.G. and any of its 
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representatives from communicating to the Swiss government 
what it is that we discuss today in the way of hopefully 
attempting to have produced to the government those 
documents that we believe are responsive to the subpoena. 

~ THE COURT: You know, I am getting more and more 
apprehensive as to the appropriateness of this, and maybe 
we should just go back into open court and maybe you should 
request an adjournment of these proceedings for all 
purposes in order to enable the suggestions that the 
government has to be explored in private discussions with 
counsel, perhaps embodied in an order submitted to me for 
signature. 

The sense that I have from the expressions both 
by Mr. Maneker and now by you, Mr. Weinberg, is perhaps 
this simply isn't right. Unless there would be some reason 
not to do that, I would think the preferable procedure 
would be simply to adjourn this matter for an interval of 
time which you believe would be appropriate, which both the 
government and Mr. Maneker believes is appropriate, that I 
schedule it again. That will give you ample opportunity, 
as privately or as publicly as the respective parties deem 
appropriate, to seek to advance a resolution of this. 

MS. PARVER: Your Honor, just so the record is 
clear, the overriding reason why we requested this be done 


in camera was because in order to explain to you why we 
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believe that Marc Rich & Company, A.G. is still in contempt 
with respect to production under the grand jury subpoena we 
have to discuss the grand jury documents, and the 
government is restricted, pursuant to Rule 6(e) of the 
Rules of Criminal Procedure, from doing so in open court. 
We would have to discuss specific documents and why we 
believe those are responsive to the subpoena. 

THE COURT: What is the government's position 
with respect to the court's suggestion that we simply 
adjourn this matter? 

MR. PEDOWITZ: I think, your Honor, that we will 
be back to see you shortly. I am going to suggest one 
other procedure. 

THE COURT: Yes. 

MR. PEDOWIT2: The court's order, of course, is 
still in place, the contempt order. It requires payments I 
believe on Mondays and Fridays. The payment was not, as I 
understand it, made on Friday. I do not know whether that 
was inadvertent or deliberate. 

It would be helpful to have some clarification 
of what the position is of Marc Rich A.G. if we are to 
adjourn this morning. 

MR. MANEKER: The last agreement entered into 
between A.G. and the government provided for the payment of 


daily fines from August 20, 1983 through September 12, 1983. 
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On September 13, 1983, in the morning, I 
telephoned Mr. Pedowitz, along with one or two of my 
partners, I believe -- there were several of us on the 
phone -- and called his attention to the fact that the 
daily fine ended the day before and there would be no 
further payments. 

Mr. Pedowitz expressed I believe some surprise 
at not recalling the particular date, but said he would 
check the agreement. We said if he had any problem would 
he let us know, and we have not heard. 

THE COURT: If I adjourn this matter for ten 
days, if that seems to. be an appropriate period of time, is 
Marc Rich agreeable to striking September 12 and 
substituting a date ten days from today and making the 
payments which would be appropriate with that altered date? 

MR. MANEKER: No, your Honor. I would point out 
that if the government does wish to contend, despite what 
you hear in the courtroom,. there is some continuing act on 
the part of A.G. that constitutes a contempt of this court, 
that should be heard aia determined before payments are 
made. 

I would appreciate that there is some concern 
whether money is forthcoming, is available to meet those 
fines, were you at some future date to determine that they 


have accrued, and would point out that under the agreement -- 
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THE COURT: I am anxious to get back into open 
court and it seems to me that all that I am hearing now I- 
could as well be hearing in open court. 

Let me simply ask you, with respect to such a 
hearing, when would you want it to be held? 

MR. PEDOWITZ: Your Honor, our position is -- 
and this should be very clear. I listened to Mr. Maneker. 
I understood what he said. There may be some 
misunderstanding between us. 

My understanding was the question was whether or 
not the payments are going to be made every day or on a 
different basis. Your Honor's order is clearly in place. 
The agreement speaks to payments thereafter not on a daily 
basis, after the 12th. I do not understand how Marc Rich 
A.G. can take the position that they are not presently in 
contempt under the court's order. 

MS. PARVER: This is the agreement, your Honor. 

MR. PEDOWITZ: Paragraph 3, your Honor. Of 
course, your Honor's order is as plain as it can be. 

MR. MANEKER: You had that information for a 
week and this is the first time we hear such an objection. 

THE COURT: Let's return to open court. 

MR. KINGHAM: Your Honor, may I make a 
Suggestion before we do? 


THE COURT: Yes. 
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MR. KINGHAM: I represent Clarendon with respect 
to these proceedings and I have some knowledge with respect 
to this that I would appreciate being taken up in the 
robing room and not in open court. 

THE COURT: Very well. 

MR. KINGHAM: As your Honor knows, in connection 
with the indictment there was an order of restraints and 
prohibitions which was consented to both by A.G. and by 
Clarendon. It is very similar and, indeed, identical in 
many respects to the existing restraints which your Honor 
imposed, again, pursuant to agreement. So there are many 
restraints running from Cisvenden and from A.G. to the 
government. 

When we first proposed to the government last 
week, that is, counsel for Clarendon, that some arrangement 
be made along those lines we inquired about the $50,000 a 
day and were told by counsel for the government that that's 
a matter that would be taken care of at a later point. 

That was fine and we didn't raise it again and we didn't 
discuss it with the government again. That was last 
Tuesday or Wednesday. 

I might make the suggestion that your Honor put 

the matter over for ten days, particularly because, as I 


understand it, A.G. has retained new counsel. Arthur Liman 





has been asked to represent A.G., is in the process of 
é ee a TE meal 
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making a final commitment to do so. Upon resolving a 
conflict, which I understand has been resolved, they just: 
have to sign off on it. 

THE COURT: My preference would be to do exactly 
that, to defer the hearing for ten days, that is, the 
hearing as to whether or not Marc Rich is in contempt, 
making appropriate the imposition and collection of the 
$50,000 a day fine. It would seem to me that would be in 
everybody's best interest. 

The government is raising the point that by 
virtue of the inconsistency or the disagreement between the 
parties as to the interpretation of that provision the 
$50,000 a day fine is not being paid, so that that 
procedure would incur a degree of risk of collection on its 
part. 

MR. MANEKER: I was about to say -- and I am 
perfectly willing to do this in open court -- but there is 
security of many millions of dollars which would cover some 
great multiple of ten day's fines. 

THE COURT: Do you have an objection to putting 
$50,000 a day from the period of the last payment into some 
separate escrow account? 

MR. MANEKER: Yes, your Honor. We do not think 


we should be paying contempt fines when we are not in 


contempt. We have put up security, as I Say -- 
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“THE COURT: Are you prepared to hold the hearing 
on whether or not you're in contempt at the earliest 
available time on the court's calendar? 

MR. KINGHAM: Your Honor, may I speak with Mr. 
Maneker for two minutes? 

MR. MANEKER: As Mr. Kingham pointed out, within 
a matter of a very few days I do not expect to continue to 
be counsel. 

THE COURT: I am going to declare a five-minute 
recess so that you can discuss that matter with the 
attorney who will have the ongoing burden, because I am put 
in this position: I am put in the position of a request 
for a delay which would, among other things, enable 
incoming counsel to acquire familiarity with the matter and 
a position taken by the outgoing counsel which might propel 
an immediate hearing. 

Now, the client has to speak with one voice. I 
will take a five-minute recess to enable counsel for Marc 
Rich, incoming, outgoing, or whatever, to confer with each 
other, and then I will hear their position in open court. 
We will resume in open court. 

(Recess) 

THE COURT: All right. We can resume. 

Let me say, in answer to an inquiry that has 


been made, the letter from the Ambassador of Switzerland is 
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a public document and will be filed with the clerk and is 
available to any interested party. 

Let me simply say in open court that what 
occurred in the robing room is what not infrequently occurs 
in the robing room, and that is there was a preliminary 
discussion as to what was appropriate to be dealt with in 
the robing room as distinguished from open court and what 
agreements if any would exist with respect to other 
statements made by any of the parties outside of the robing 
room with respect to what transpired in the robing room, 
and since there was some disagreement with respect to that 
it was the court's view that the matter had best be dealt 
with in open court, and so nothing of a substantive nature 
in fact has taken place since the last open court 
proceeding. 

Now, aS I view the situation, the only matter 
which is currently before me and which requires my 
attention is whether Marc Rich & Co. is presently in 
contempt of the subpoena and the court's outstanding orders, 
and that is whether there is something which Marc Rich & 
Co. can do, has been ordered to do, and is not doing. That 
is the question as to which the parties are in fact in 
disagreement and is an issue which would require resolution 
by this court after hearing from the parties and perhaps, 


if necessary, taking evidence. The question that next 
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arises is when such a hearing should be held. 

Mr. Weinberg or Mr. Pedowitz, what is the 
government's position, A, with respect to the accuracy of 
the court's statement that that is the only immediate 
matter before me, and two, with respect to the government's 
position with respect to timing. 

MR. PEDOWITZ: Your Honor, I think your 
statement is entirely accurate. There was some mention in 
the robing room of a ten-day adjournment to determine that 
issue. That is acceptable to the government if we are able 
to work out satisfactory arrangements with respect to the 
$50,000 a day fine which is presently pending. 

Your Honor had requested of counsel for Marc 
Rich A.G. to determine what their position would be with 
respect to that fine. As I understand it, they are not in 
a position to presently communicate with their client. The 
client, of course, is in Switzerland, and while reachable 
by phone, having dealt recently with flesh and blood 
clients, I understand their difficulty in being able to 
obtain a response, an immediate response. 

What I would suggest, your Honor, is that we 


adjourn that particular issue, what is to be done with 


_ respect to the $50,000 fine, until sometime early tomorrow 


afternoon, during which time the government hopes to be 


able to work out with attorneys for Marc Rich A.G. 


SOUTHERN DISTRICT REPORTERS, U.S. COURTHOUSE 
FOLEY SQUARE, NEW YORK, N.Y. — 791-1020 

















10 


1l 


12 


14 


15 


16 


17 


18 


19 


20 


21 


22 


23 


24 


25 








+. ROE a, Re ts ge ae ee A = ee 5% et! os . - oe 
g @ sa 


appropriate arrangements with respect to that $50,000 d~day 
fine. . 

THE COURT: Is that arrangement agreeable? 

MR. MANEKER: Yes, it is, your Honor. 

ee THE COURT: All right. We will majournceuen 
until 4:30 tomorrow the question of the interim payment of 
the fine at the rate of $50,000 a day from the date of the 
last payment until the resolution of the matter which will 
be the subject of the hearing. 

If that is worked out consensually, and sapeeee 
to resolution of that matter, we will adjourn for ten days, 
that is, until -- well, we are going to run into the 
Judicial Conference, I believe -- until October 3 at 4:30 
the hearing on the question whether Marc Rich & Co. is 


presently in contempt and subject to continuing sanctions, 
oa aoa oe es © ee TT 


and the perhaps subsumed question of whether that contempt 


has been continuous at all relevant times. 


Is there anything further? 
Very well. We are adjourned then until 4:30 


tomorrow. 


(Court adjourned) 
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Marc Rich Ex- Unit 
Has $22 Million 
Seized by the IRS 


Bya WA. STREET JouRNAL Staff Reporter 
NEW YORK—The Internal Revenue Ser- 
‘| vice seized approximately $22 million from 
Clarendon Ltd., the former subsidiary of 
Marc Rich & Co. 

The money was seized as part of a “‘jeop- 
ardy assessment” by the IRS. As reported, 
the agency is seeking to collect $90 million it 
contends it is owed in back taxes, penalties, 
and interest. 

Although the IRS was cleared by a fed- 
eral court judge more than a week ago here 
to seize the money, it wasn’t known whether 
the agency had actually taken the action. 
The $22 million figure was disclosed in re- 
cently filed court papers. 

At a hearing related to the IRS action 
\ held in federal court here yesterday, law- 
yers for Clarendon and the government said 
the IRS was able to find only $22 million in 
Clarendon bank accounts. IRS officials are 
continuing to search for additional funds, 
they added. If it is eventually found that 
4 Clarendon doesn’t owe additional taxes, the 
money would be returned with interest. 

The IRS seizure arises out of a 5i-count 
indictment of Marc Rich, two of its principal 
officers and others on charges of tax eva- 
sion, racketeering and fraud. 

The IRS can Geclare a jeopardy assess- 
ment when it believes that ultimate collec- 
tion of a levy might be jeopardized. In a 
hearing in federal district court yesterday, 
Anthony Amoruso, an IRS group manager, 
said the IRS declared, an assessment be- 
cause of “a pattern of evasiveness” by the 
giant Swiss-based commodities trader and a 
fear that Clarendon might become insol- 
vent. - Ae 
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Friedrich Krupp GmbH 407 


FRIEDRICH KRUPP GmbH Altendorfer-Str. 103, 
D-4300 Essen 1, 


Germany 





Summary Krupp is one of the oldest and largest German steel companies. The company is integrated forward 
into mechanical engineering and shipbuilding. In 1978 the extensive trading and transport activities 
and plant engineering and construction accounted for half of total sales. Foreign investments, 
mainly in steel fabrication in Brazil, are not consolidated. 





Structure 


Friedrich Krupp GmbH is a holdin pany. Activities are divided into the five sectors described below. 
Within these séctors, operating. responsibility rests with large, organizationally independent incorporated and 
unincorporated subsidiaries of the holding. Each of these large operating units is responsible for its foreign 
operations. 


Products 


Steelmaking 

Activities are under control of Friedrich Krupp Huttenwerke AG (FKH) and its subsidiaries and affiliates. 
The FKH group produced 5.1 million metric tons of crude steel in 1978. Part of the iron ore requirements are 
supplied from an interest in a Liberian joint venture while a 6% share in Ruhrkohle AG secures coal for the 
group. Abroad, FKH has minority interests in a large Brazilian foundry and specialty steel producers in 
Argentina and Mexico. Principal products include: special steels, high-grade steels, tonnage steels; rolled steel 
products; processed steel products; shop products; by-products; forged products; consulting, planning and 
managerial services for the production and processing of iron and steel. 


Mechanical Engineering 

Products include diesel engines; marine radar and other navigation systems; sonar systems; radio monitoring 
systems; spinning machines and systems; WIDIA tools; Krupp magnetic materials; Krupp dental products; 
special forgings; iron castings; titanium products; leaf springs for automobiles; wear parts for agricultural 
machines; vehicle components, etc. 


Plant Engineering and Construction 

Activities are managed by Krupp Industrie- und Stahlbau, Maschinenfabrik Buckau R. “Wolf AG, Polysius 
AG, Krupp Atlas Maschinenbau and Krupp-Koppers GmbH. Their main products include: mining, bulk- 
handling and production plant engineering; plantmaking; structural engineering; mechanical engineering; 
cranes; project management; system studies; plants and equipment for handling metallic and non-metallic 
minerals; steel structures and machines; plants and machinery for the plastics industry, sugar industry, cement 
industry, chemical industry, etc.; desalinabon plants; petroleum refineries; coal gasification plant, and many 
more. 
Shipbuilding 

AG Weser, one of the largest German shipyards, builds ocean-going vessels while Ruhrorter Schiffswerft, 
part of Krupp Reederei und Brennstoffhandel, builds vessels for inland waterways. AG Weser’s main products 
are: container ships; cargo vessels; oil tankers; refrigerated cargo vessels; steam turbines; tugs and barges; 
mooring systems; pollution control systems; ship repairs; consulting, planning and management services for 
ocean and inland shipping, shipbuilding and fishing, and many more. 


Trading and Services ; 

Krupp Stahlhandel trades mainly in steel products, sanitary and heating equipment and a wide range of 
industrial and building equipment. Krupp Reederei und Brennstoffhandel manages trade in solid and liquid fuels 
as well as ocean and inland shipping. Krupp also has a number of service subsidiaries engaged in printing, R&D, 
data processing, housing and insurance. 

In addition to the five business sectors, Krupp has minority shares in the following important companies: 

—VFW- Fokker, the large Dutch-German aerospace company 

—Rheinische Kalksteinwerke GmbH: limestone _ 

—Elektrowerk Weisweiler GmbH: ferro-chromium. ; ‘ we 











Product Sales % 1979 1978 1977 1976 1975 
Steelmaking 37 34 36 28 25 
Trading & Services 27 26 27 29 28 
Plant Engineering & Construction 22 24 20 _ 23 ; 27 
Mechanical Engineering 11 Sn 10.. 12 : 12 
Shipbuilding 3 . 5 7 8 8 
Total % 100 100 100 100 100 





Total Sales Welt 14,266 13,320 12,648 11,138 10,683 
(DM million) (incl. intra-co.) : , : 
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Background 


The company’s origins date back to 1811 when Friedrich Krupp founded a factory in Essen to manufacture 
cast steel and derived products. Under his son Alfred the company expanded rapidly based on the production of 
railway and military equipment. Krupp was the first company to introduce the Bessemer and open hearth 
steelmaking processes on the Continent. By the 1860s the company was vertically integrated from coal and iron 
ore mining to metal working. The company was also a pioneer in providing benefits to its employees, such as 
health insurance, pensions and housing. In the 1880s and 1890s Krupp expanded through horizontal integration 
and also acquired the large Germania shipyards. During World War I the company was Germany’s major arms’ 








supplier. During the 1920s Krupp, under the direction of Gustav Krupp von Bohlen und Halbach, developed its 


non-military business in locomotives, motor vehicles, farm machinery, plate fabrication and chemical process 
equipment. In 1926 the company introduced its ‘Widia’ sintered carbide which revolutionized the machining of 
metals, During World War II, Krupp .was again. amajorarms,supplier. The AG Weser shipyards were acquired in 
1941. Alfred Krupp, who had taken over the company during the war, was sentenced in the Nuremberg trials but 
was released and took over the mangement of the firm again in 1953. The coal and steel assets were separated 


under an Allied divestment order which was repealed in 1968. At that time the coal-mining activities were 


transferred to Ruhrkohle AG and the company assumed its present form. Shortly before his death in 1967 Alfred 


Krupp transferred ownership of the company from the family to a foundation, After the war the main strategy 
was to re-build the company and consolidate its interests in fabrication, trading and engineering. Limited foreign 
investments were made in the 1950s and 1960s, mainly in Brazil. Since the company regained its steel assets in 
1968, operations were further streamlined with the creation of five business sectors. Steel capacity was 
strengthened with the acquisition of Stahlwerke Siidwestfalen in 1974. 








ERIEDRICH KRUPP GmbH : Financial year: 31 December ~ 
FIVE-YEAR SUMMARY(DM niillion) : Currency: DM 
1979 % 1978 % 1977 % 1976 % 1975 % 
Total Net Sales Welt 12,787 11,899 11,169 9,734 9,318 
Konzern 11,673 10,986 10,413 9,016 8,583 
By Foreign Subs (incl. exports) 40 40 41 38 44 
Industrialized Countries 17 16 17 16 18 
LDCs 14 12 11 15 19 
OPEC 4 7 9 4 4 
Comecon 4 5 5 3 4 
By Foreign Subs 11 10 9 8 9 
Exports Welt 29 ; 30 32 30 35 
Net Profit Konzern 64 (19) 3 1 61) 
Foreign Net Profit 





Foreign Exchange Gains/(Losses) 














Total Assets Welt 9,056 8,723 8,495 7,272 7,072 
Konzern 8,298 7,965 7,815 6,664 6,502 
Foreign 12 
Shareholders’ Equity! Welt 2,161 2,092 1,763 1,328 1,324 
Konzern 2,034 1,978 1,633 1,211 1,182 
Foreign Net Assets 15 
Long-Term Debt? Konzern 1,959 1,922 2,181 1,808 1,919 
Capital Expenditure Konzern 410 264 303 435 465 
(fixed assets only) 
Abroad 
R&D Expenditure 
Abroad ‘ 
Total Employees Welt 86,200 84,700 86,600 76,200 78,900 
Domestic 89 90 91 90 90 
Abroad 11 10 9 ; 10 10 





Notes Consolidation: ‘Welt’ refers to the accounts of the parent company and its majority-owned domestic 
and foreign subsidiaries; ‘Konzern’ includes the parent company and 42 majority owned domestic 


subsidiaries. 
1 Shareholders’ equity = capital + general reserves + minority interests in consolidated subsidiaries 
+ special reserves + reserves for risks on receivables. 2 LTD = four years or longer. 
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Current Situation 


Since 1974 the company’s performance has been severely affected by the worldwide recession in the steel 
and shipbuilding industries and increasing competition from government-subsidized companies in these sectors. 
To counter this threat Krupp has reacted by rationalizing production and orienting it towards high quality grades; 
and by shifting investment to the engineering, trading and fabrication areas. Due to the lack of profits, cash flow is 
almost entirely borne by depreciation and capital expenditures had to be reduced in 1977 and 1978, but increased 
in 1979 with return to profitability. Plastics machinery interests extended with 1 January 1980 purchase of 
Gildemeister Corpoplast Maschinen GmbH, and forgings expanded. with acquisition of Gerlach-Werke GmbH. 


7 


Major Shareholders 


As of 31 December 1979, Alfred Krupp von Bohlen und Halbach-Stiftung, a foundation, owned 74.99% of 
the capital and the Government of Iran 25.01%, 





Principal Subsidiaries (wholly owned unless otherwise stated) 


STEELMAKING 
Germany: 
Fried. Krupp Hiittenwerke AG (70%).! 

Schmiedewerk Christine GmbH. 

Siegener Rohstoff-Verwertungsgesellschat mbH.' 

Zapp-Fortuna GmbH.’ 

Federnwerke Paul Plate GmbH. 

Krupp Hiittenwerke Wohnungsbau gGmbH.? 

‘Fried. Krupp Huttenwerke’ Untersttttzungs-Gesellschaft mbH.” 

Gerlach-Werke GmbH (58.2%).” 

Vacmetal Gesellschaft far Vakuum-Metallurgie mbH (50%)? 

Krupp Stahitechnik GmbH (the other 50% are held by Fried.Krupp GmbH) (50%).! 

Martin & Pagenstecher GmbH (34%).? 

K.M.R. ‘Seereederei Frigga’— Beteilgungsgesellschaft mbH (33.3%). 

Veba Wohnstatten AG (20.9%). 

Rohstoffhandel GmbH (30%).? 

Liberiaerz-Beteiligungsgesellschaft mbH (28.5%).” 

Rheinisch-Westfilische Wohnstétten AG (20%).? 

Ruhrkohle AG (6.2%). - 

Krupp Stahlwerke Stidwestfalen AG (99%).' 

Stahlwerke Briininghaus GmbH, Schwerte-Westhofen. : 

Huittenkonsum Geisweid GmbH.’ 

Betriebsuntersttitzungskasse Briininghaus Thomee, GmbH.” 
Argentina: Aceros Fortuna SA (43.7%).? ' 
Austria: Fortuna Edelstahl Verfriebsges. mbH.” 

Belgium: S.P.R.L. Aciers Fortuna PVBA.” 

Brazil: Forjaria Sao Bernardo SA (33.3%).* ° 

France: Aciers Fortuna SARI? 

Italy: Acciai Fortuna SpA (85%).? 

Mexico: Aceros Fortuna SA (41.4%).? 

Netherlands: Smitfort Staal BV (40%); Ertsoverslagbedrijf Europoort CV (30%). 
UK: Fortuna Special Steel Co. Ltd.? 

USA: Fortuna Specialty Steel Corp.” 


SHIPBUILDING 
Germany: Aktien-Gesellschaft ‘Weser’ (86.5%);' Bremer Hotelgesellschaft mbH (73.8%).” 


PLANTMAKING 

Germany: 

Krupp Industrie- und Stahlbau. 
Krupp Stahltechnik GmbH (the other 50% are held by Fried. Krupp Hiittenwerke AG) (50%).' 
Kautex Maschinenbau GmbH.! 
GST Gesellschaft fr Systemtechnik mbH.' 


“1 Consolidated subsidiaries. 2 Non-consolidated subsidiaries. 


[ 
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Principal Subsidiaries (Plantmaking)— continued 


Esch GmbH.! 
Esch-Werke KG (90%).' 
Krupp-Reifenhauser GmbH (75%).' 
Krupp Polysius AG (82.5%).' 
Polysius Wohnungsbau GmbH.? 
Polysius-Hilfe GmbH.” 
Krupp Atlas Maschinenbau. 
Maschinenfabrik Buckau R. Wolf AG (82%).! 
Stahlwerk Augustfehn AG.! 
Zeitzer EisengieBerei und Maschinenbau AG (ZEMAG). ao 
Walther & Cie. AG (99%).! 
Franz Robertz GmbH.! 
Robert Reichling & Comp. GmbH! 
Intercontinental Montage GmbH.? 
EVT Energie- und Verfahrenstechnik GmbH (33.3%).2 
Krupp-Koppers GmbH.! 
Koppers Maschinen- und Apparatebau GmbH.2 
Koppers Wohnungs GmbH2 
Koppers Export GmbH? 
Gesellschaft fiir MeB- und Regeltechnik mbH.2 
Australia: Krupp (Australia) Pty Ltd:(99.9%). 
Belgium: Ateliers Louis Carton SA (99.9%). 
Brazil: Koppers Projetos Industriais Ltda;? Krupp Industrias Mecanicas Ltda (60%).? 
Canada: Krupp Industries (Canada) Ltd.? 
Colombia: H.B. Estructuras Metalicas SA (26.5%). 
France: S.T.R. Strasbourg Entreprises SA (49.9%);? Walther France SARL;? Polysius SA (99.9%);? Koppers 
France SA.? ‘ 
India: Buckau-Wolf New India Engineering Works Ltd (49.9%)? 
Japan: Nippon Koppers Yugen Kaisha. 
Mexico: Nomon SA (68.5%).? 
South Africa: Polysius (Pty) Ltd (99.9%). 
Spain: Krupp Iberica SA;? Prensas Riba SA (50%);? Polysius SA;? Koppers Espafiola SA.? 
UK: Polysius Ltd (99.9%).? 
USA: Polysius Corp.? 





MECHANICAL ENGINEERING 
Germany: : 
Krupp MaK Maschinenbau.GmbH._, 
aK Maschinenbau GmbH.! 
MaK Wohnungsbaugesellschaft mbH.? 
Krupp Atlas-Elektronik. 
C. Plath GmbH—Nautisch-Elektronische Technik (51%).! 
MUG Marine-Unterwasserregelanlagen-Planungsgesellschaft mbH (40%).? 
MEG Marine-Elektronik-Planungsgesellschaft mbH (16.7%).? 
Krupp Widia. i 
Krupp Metall und Schmiedewerke. 
Belgium: Widia Belgium SA.? 
Brazil: Krupp Metalurgica Campo Limpo Ltd (60%).? 
Denmark: Widia Skandinavien A/S. 
France: Widia France SA (99%)?; MaK Méditerranée SARL (74%); Laboratoires Odonica SA (70%). 
India: Widia India Ltd (52.4%). 
Italy: Krupp Widia Italia SpA (99.2%)? 
Japan: Krupp Widia Japan Ltd (60%).? 
Netherlands: Machinefabriek Bolier BV (33.9%);? Widia Nederland BV.? 
Norway: Atlas Marin & Industri A/S (99.9%). 
Singapore: Widia S.E. Asia (Pte) Ltd2 
Spain: Widia Iberica SA? 
Sweden: Amlab AB (50%).? 
_ Switzerland: Meturit AG (99.9%);? Widia (Schweiz) AG (99%).? 
UK: Krupp International UK Ltd (99.9%);? Krupp Widia UK Ltd.? 


1 Consolidated subsidiaries. 2 Non-consolidated subsidiaries. 
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TRADING AND SERVICES 
Germany: 
Krupp Stahthandel. ° : 
Horbach & Schmitz GmbH.' 
Horbach & Schmitz GmbH (95%).' 
Horbach & Schmitz GmbH (93%).' 
Aloverzee Handelsgesellschaft mbH.’ 
Stahlrohr-Import GmbH (25%).? 
Krupp Grafische Anstalt. 
Krupp Forschungsinstitut. 
Krupp Gemeinschaftsbetriebe. ' 
Westdeutsches Assekuranz-Kontor GmbH.' 
Krupp Wohnungsbau gGmbH (99.9%).? 
Krupp Reederei und Brennstoffhandel. 
Stefan Keith GmbH.’ 
Helene-Amalie Kohlenhandelsgesellschaft mbH.’ 
Oberhausener Kohlen- und Eisenhandelsgesellschaft mbH.’ 
Mineralél-Handelsgesellschaft F. Kuhl mbH.’ 
Panopa Verkehrs-Gesellschaft mbH. 
‘Shiptraco’ Ship & Transport Consultants GmbH:.' 
Asikos GmbH, Strahlmittel zur Oberflachenbehandlung & Co. KG (50%).? 
Krupp Steag Strahlmittel GmbH (50%).” 
Frankfurter Brennstoff-Umschlags-Gesellschaft mbH (50%).? 
Rhein-Weser Tankschiffahrtsgesellschaft mbH (45%).? 
Polchemie GmbH (40%).” 
France: Société Franco-Allemande d’Importation et d’Exportation SA (49.9%)? 
Liberia: Transatlantic Bulk Carriers Inc.? 
USA: Krupp Steel Products Inc.;? Diversified Steel Services Inc.? 


GROUP HEADQUARTERS 

Germany: 

Terrasond-Grundbau GmbH. 

Krupp Bauplanung GmbH. 

Gesellschaft flr Industriebeteiligungen mbH. 
Carl Chr. Gossenberg & Co.iL. 
Hansa-Rohstoffverwertung GmbH (50%). 
VEW-Verwaltungsgesellschaft mbH (35.2%). 
Rheinische Kalksteinwerke GmbH (25%). 
Electrowerk Weisweiler GmbH (20%). 
Canada: Krupp Canada Ltd (99.9%). 


ran: Krupp Iran GmbH. 
Japan: Fried. Krupp Gapan) Ltd (99.9%). 


South Africa: Krupp South Africa (Pty) Ltd (99.9%). , 
Swi : : In G (50%). 


USA: Krupp International Inc. 


1 Consolidated subsidiaries. 2 Non-consolidated subsidiaries. 
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KRONOS TITAN-GMBH 

a Postfach 100720, D-5090 Leverkusen, 
Tel: (02172) 3561 @ 
Cable: Titan Leverkusen g 
Telex: 08510823 


Chairman: Dr Hermann Pauls 

PRINCIPAL ACTIVITIES: Manufacture and sale of titanium 
dioxide 

Trade Names: Kronos, Bentone, Oncor 
Principal Bankers: Deutsche Bank; Dresdner Bank; Chase 


= = = Manhattan Bank; Sal Oppenheim jr & Cie; Westdeutsche 
al Landesbank 
res | Financial Information: 
tw = DM’000 
, " Sales turnover 329,000 
ny) tho Authorised capital 100,000 
a . 
en : 1,400 
Oo SB No of Employees: 1 
QO 
— > 
“A KRUPP BRUNINGHAUS GMBH, WERDOHL 


Im Ohl 3, 5980 Werdoh! 
Tel: Werdoh! (02392) 561, Westhofen (02304) 6891 
Telex: Werdohl 826447 kd b; Westhofen 8229615 kb d 


Supervisory Board: Dr Alfons Gédde (Vorsitzender), A 
Reinhards, W Becker, H Crummener}, Or G Fleckenstein, Dr 
G Gassner, F Klee, Dr Ing R Kunz, F Stemmer, B Stock, Dr 
Stepp, L Zimmermann 

Management Board: Ing (grad) Horste Korte (Sprecher), 

Dipl-Kfm Kurt Hendrich, 

b6 Dip!-Soz Rudolf Kiichmeister 

b7C Senior Executives: H Bélling (Verkautsleitung), 

H Klee (Leiter kfm. Verwailtung), 

H Putter (Einkaufsleiter), 

H Rieck (Verkauf Federn), 

Dr Hegemann (Betriebschef Federnwerk), 

H KlUnker (Betriebschef Schmiede), 

H von Estorff (Forschung und Entwicklung) 


PRINCIPAL ACTIVITIES: Steel processing 

Parent Company: Krupp Stah! AG, Bochum 

Subsidiary Companies: Federnwerke Paul Plate GmbH; 
L&armschutz Biergans GmbH & Co., KG 

Principal Bankers: Merck, Finck & Co; LZB; Deutsche Bank; 
Dresdner Bank; Commerzbank 

Financial Information: 


conve Noll MNBOAN 





1979 
Dm’000 DM’000 
Sales 368,000 390,000 
Share capital 8,000 8,000 


No of Employees: Werdohl: 1,800 Westhofen: 870 


KRUPP, FRIED, GMBH 

Altendorfer Str 103, Postfach 10, 4300 Essen 1 
Tel: (0201) 188 1 

Cable: Krupp Essen 

Telex: 0857385 fkes d 


Chairman of Supervisory Board: B BeitzChairman of- Executive 
Board: H Petry 
| Directors: H Geldmacher, Dr A Luka, Dr E Reusch, H Metzger 


| PRINCIPAL.ACTIVITIES: lron and steel industry, mechanical 
engineering and plant construction; ship building 

Subsidiary/Associated Companies: Fried Krupp Hittenwerke 
AG; Schmiedwerk Christine GmbH; Vereinigte Drahtindustrie 
GmbH; ‘Martin & Pagenstecher GmbH; Ruhrkohle AG; SPRL 
Aciers Fortuna Stalen PVBA; Acciai Fortuna SpA; Fortuna’ 
Speziat Steel Co Ltd; Aciers Fortuna Sari; AG Weser; Bremer 
Hotelges mbH; Krupp Industrie-und Stahlbau; Mak 

Maschinenbau and many other subsidiary and associated 


companies worldwide 





1980. 





312 


TC 
Financial Information: 


Sales turnover DM13,320,000,009 


No of Empi : 84,713 


KRUPP, FRIED, HUTTENWERKE AG 
Alleestr 165, 4630 Bochum 1 

Tel? (0234) 63-1 

Telex: 825831 fkhv d 


Chairman of Supervisory Board: Heinz PettyChairman of 
Managing Board: Dr Wilhelm Schneider 
Directors: Dr GUnter Fleckenstein (Finance), 
Otmar GUnther (Personnel), 
Dr Rudolf Kunz (Engineering), 
Reinhard ‘Lenzner (Sales, Cast tron), 
Dr Alfred ‘Randak (Metallurgy and Process Engineering), ‘ 
Fritz Stémmeér (Sales, Rolled Steel), 
Dr Deiter Barich (Purchasing) 


PRINCIPAL ACTIVITIES: Stee! production including semi-finished 
products, girders, wire, reinforced concrete,! brand Steel, steal 
plate, galvanised steel cast steel, hammered parts, rails, railed 
vehicles, general steel and plate constructions 

Trade Names: Sigma, Nirosta, Ferrotherm, Galvatect, Novonit 
etc 

Subsidiary/Associated Companies: Krupp Stahlwerke 
SUdwestfalen AG (98.9%); Stahiwerke Bruninghaus GmbH; 
Schmiedewerk Christine GmbH; Gerlach-Werke GmbH 
(58.2%); VACMETAL Ges f Vakuum-Metallurgie mbH (50%); 
Krupp Stahitechnik GmbH (50%); Siegener 
Rohstoff-Verwertungsges mbH; Ruhrkohle AG (6.2%); 
Ertsoverslagbedrij Europoort CV (30%) (Netherlands); Martin a! 
Pagenstecher GmbH (34%); KMR ‘Seereederei Frigga’ 
Beteiligungsges mbH (33.3%); Rohstoffhandel GmbH (30%); 
Hohenlimburger Kleinbahn AG (30.3%); Exploration und 
Bergbau GmbH (8%); Friedrich Thomée Handelisges mbH; 
Smitfort-Staal BV (40%) (Netherlands); Fortuna Special Stee! 
Co Ltd (UK); Acciai Fortuna Spa (85%) (Italy); SPL Aciers 
Fortuna Stalen PVBA (Belgium); Aciers Fortuna SARL (France); 
Fortuna Edelstahl Vertriebsges mbH (Austria); Fortuna 
Specialty Stee! Corp, USA; Rheinisch Westfalische Wohstatten 
AG (20%); Krupp HUttenwerke Wohnungsbau-GmbH; 
Wesifalische Wohnstatfen AG (3%) and others in Mexico, 
Argentina, Brazil and Liberia 

Principal Bankers: Bank fir Gemeinwirtschaft AG; Berliner 
Handels und Frankfurter-Bank; Commerzbank AG; Deutsche 
Bank AG; Dresdner Bank AG; Hardy Sloman Bank GmbH; 
Landesbank Rheinland-Pfalz Girozentrale; Landeszentralbank 
in NRW; Sal Oppenheim jr & Cie; Schliep & Co; Simonbank 
AG; Sparkasse, Bochum; Stadtsparkasse, DUsseldorf, 
Hagen-Hohenlimburg; Trinkaus & Burkhardt; Vereinsbank eG; 
Westdeutsche Landesbank Girozentrale; Westfalenbank AG; 
Bankhaus Merck Finck & Co 

Financial information: 


DM’‘000 — 
Sales turnover 4,437,000 
Paid-up capital 573,000 


No of Employees: 37,573 


_KRUPP MAK MASCHINENBAU GMBH. 


“Falckenstainer Str 2:4, Postfach 9009, 2300 Kiel 17~ 
Tel: (0431) 381-1 
Cable: Mak Kiel 
Telex: 0299877 mad d; 0299878 mak d 


Chairman: Dip! Kfm Horst Harling 
Directors: Dip! Psych H-O Brockmeier, Dr-Ing U Degenhardt, Dr 
jur G Holtmeier, Dr-ing H-R Lembcke 





- 


PRINCIPAL ACTIVITIES: Engineering; railway vehicles and rolling 
stock, marine engineering; defence and armaments_ armaments 


Parent.Company:.Patt.of.the Eried Krupp GmbH Group, 


Principal Bankes rpvomaaav Ge as a 
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Financial Information: 5 KRUPS, none 


1979 

: ; DMm’000 

Sales turnover 500,000 
Authorised'capital | 40,000 


No of Employees: 3,800 


KRUPP POLYSIUS AG 

Graf-Gatan-Str 17, Postfach 2340, 4720 Beckum 
Tel: (02525) 711 

Cable: Polysius Beckum 

Telex: 089481. polbk d 


Chairman of Management Board: Hans-Joachim Scharfenberg 

Directors: Wolfgang Reeder, Dr Paul Weber, Dr Horst Ritzmann, 
Tyark Allers 

Senior Executives: H Frischbier, W Holdt, Dipl-Ing H Mollenkopf, 
Dipl-Ilng H Henne, E Pichler, H Schiichtherte, Dip!-Ing G 
Schultz, Dipl-ing N Lenhart, Ing grad A Reese, Dipl-ing E 
Lankes, Dipl-Volksw G Kdhler, Dipl-Volksw Schubert, Klaus 
Templin, Dip!-ing N Ahrens, Dip!-Ing J G Lohmann, Dipl-Ing W 
Staffhorst, Dr J Hollunder, W Schroder, Ing grad K Wagner, 
Ing grad W Riffelmann, Dip!-Ing P Tiggesbaumker, Ing grad O 
Haberhauer, Dipt-ing W Goldmann, Dipl-Ing H J Engel, 
Dip!-Ing E W Schneider, J Suesse, Ing grad H Birkmann, G 
Warmuth 


PRINCIPAL ACTIVITIES: Machinery and installations for cement 
works; electrical installations; automatic processing equipment 

Subsidiary Companies: Polysius Ltd., UK; Polysius S.A., France; 
Polysius S.A., Spain; Ateliers Louis Carton S.A., Belgium; 
Polysius Corp., USA and others in South Africa, Mexico and 
Brazil : 

Principal Bankers: LZB;, Dresdner Bank; Deutsche Bank; 
Commerzbank; Chase Bank; Bayerische Bereinsbank; 
Sparkasse Beckum-Wadersloh; Westdeutsche Landesbank; 
Trinkhaus & Burkhardt; Volksbank Neubeckum; Norddeutsche 
Landesbank Girozentrale; Postscheck Dortmund 

Financial Information: 


1979 1980 

DM’000 DM’000 

Sales 552,055 394,749 
“Net profit before tax 20,208 28,230 
Net profit after tax 12,806 21,341 
Share capital : 21,000 21,000 
Retained profit and reserves 6,203 6,203 
Shareholders funds 27,203 27,203 
Earnings per share 30DM 51DM 


No of Employees: 1,560 


KRUPP-KOPPERS GMBH 

Postfach 10 22 51, MoltkestraBe 29, D-4300 Essen 1 
Tel: (0201) 2208-1 

Telex: 08 57 817 kruppkoppers 


Management Board: Hans-JUrgen Herbst, Dip!.-Chem. Dr rer. 


nat. Karl L Schmid, Dipl!.-Volkswirt Klaus Ternirsen, Dipl.-Ing. 
Richard Wenderoth 

Senior Executives: E Spindler (Manager, Sales Division), 
H Strothe (Manager Procurement Division) 


PRINCIPAL ACTIVITIES: Engineers and contractors for the 
construction of industrial plants in the fields of coke and ore; 
coal and gas; refineries, petrochemicals and chemicals 

Parent. Company: Fried. Krupp GmbH, Essen 

Subsidiary Companies: Koppers France S.A.; Koppers Espanola 
S.A. Spain, and another in Japan 

Financial Information: 


DM'000 
Sales (average for the last three years) 300,000 
Shareholders funds 10,000 


No of Employees: 1,200 _ 





~GERMAN Y 


Heresbachstr 29, D-5650 Solingen 19 
Tel: (02122) 3871 

Cable: Krups Solingen 

Telex: 9514817 rks d 


President of Advisory Board: Dr Kar! Kérner 
Directors: Fritz Krups (President of Board of Management), 
Dr Kurt J Frowein 


PRINCIPAL ACTIVITIES: Production and distribution of 
household electrical goods and scales 

Trade Names: Krups, 3 Mix 

Principal Bankers: Commerzbank AG; Dresdner Bank AG; 
Westdeutsche Landesbank 

Financial Information: 


Sales turnover DM218,000,000 


No of Employees: 2,601 


KUEHNE & NAGEL AG & CO 
Raboisen 40, D-2000 Hamburg 

Tel: (40)30 10 1 

Cable: naku 

Telex: 02 162542 knh 


Chairman of Supervisory Board: Klaus-Michael Kuehne, Rudoef 
Lueck (stellv. Vorsitzender) 
Directors: Guenther Arberg (Sprecher), 
Peter Stoess, 
Bernd Wrede 


_ PRINCIPAL ACTIVITIES: Freight forwarding; transport; 


warehousing 
Parent Company: Kuehne & Nagel Speditions-AG, Bremen 
Principal Bankers: OG Bank 
Financial Information: 


1978 1979 

0M’000 DM’000 

Sales 1,187,000 1,262,000 
Gross profit 166,000 174,000 
Shareholders funds 38,741 40,764 


No of Employees: 8,500 


KUHNLE, KOPP & KAUSCH (AG) 
Hessheimer Str. 2, D-6710 Frankenthal/Pfalz 
Tel: (06233)851 

Cable: Turbomaschinen Frankenthaipfalz 
Telex: 04-65221 kkkf d 


Chairman: RA Karl Gustf Ratjen 
Directors: Heinz Buttgereit (Administration Director), 
Dipl.-Ing. Gerd Jaeger (Sales and Marketing Director), 
Dipl.-Ing. Helmut Pickert (Technical Director) 
Senior Executives: Dipl.-Ing. Herbert Koch (Head of Turbine 
Department), 
Dipl.-Ing. Siegfried Maier (Head of Turbocharger Department), 
Dipl.-Ing. Fritz RUbel (Head of Fan and Compressor 
Department), 
Helmut Schneider (Head of Material Procurement) 


PRINCIPAL. ACTIVITIES: Exhaust gas turbochargers; fans and 
compressors; steam turbines 

Principal Bankers: Dresdner Bank AG; Deutsche Bank AG; 
Commerzbank AG; Georg Hauck & Sohn; Landeszentralbank 
in Rheinland/Pfalz; Postscheckamt Ludwigschafen/Rhein 
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Subject: MARC RICH-FUGITIVE; 


ac (pia bt 
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MARC RICH AND COMPANY, A.G.; 


MARC RICH AND COMPANY 
INTERNATIONAL, LIMITED; 
AKA "CLARENDON A.G." 
RICO-FBW-MF-TAX EVASION- 
TRADING WITH ENEMY 

(OO :NY) 


In order to better understand the fraud scheme in captioned 
case, writer will outline the crude oil price control regulations 
which were in effect in the United States from May, 1973 through 
January 28, 1981. 


The Department of Energy's (DOE's) regulations created 
three major categories of crude oil: "Old" (also called "Lower 
Tier"), “New (also called "Upper Tier") and "Stripper". These 
categories correspond to price control categories and were not 
based on any physical or chemical characteristics of the oil. A 
barrel of domestic crude oil with a new oil or old oil component 
was referred to as a "controlled barrel". Stripper oil was 
referred to as "uncontrolled". 


Old oil had the lowest maximum lawful selling price. 
New oil had a higher maximum selling price. Stripper oil was 
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exempt from price controls and could be sold at the market 

price which was far in excess of the prices for old and new oil. 
At relevant times, a stripper barrel would sell for in excess of 
$20.00 more than a barrel of old oil and $15. 00 more than a barrel 
of new oil of like quality. 


Each oil reseller was required to certify in writing to 
the purchaser the respective amounts and prices of old oil, new oil, 
and stripper oil contained in crude oil being sold. To determine 
compliance with the regulations and to prevent overcharging, the DOE 
periodically auddited and reviewed the records of resellers of crude 
oil, which records were required to be kept by law. 


If a certification was illegally changed from old oil 
or new oil to stripper, it would enable a company to sell as world 
market prices rather than the far lower controlled prices (in 1980, 
$35.00 per barrel as opposed to $6.00 to $14.00 per barrel) thereby 
enabling the reseller to make huge illegal profits at the expense OF 


his customers and the American Public. 


DOE statistics indicate that millions of controlled 
barrels simply disappeared during the period of price controls. 
The only explanation is that certifications on controlled barrels, 
were altered to reflect uncontrolled barrels. This illegal process 
was facilitated by passing the crude oil through a large number of 
resellers known as a "daisy chain". The‘original reseller of the 
controlled oil would receive a like amount of crude oil falsely 
certified as uncontrolled at drastically discounted prices. The 
original reseller made a huge profit and each of the other "daisy 
chain” companies shared a smaller profit. 
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For example, Company A would agree to sell 100,000 
controlled barrels to Company B for $6.00 per barrel, in return for 
Company B's agreement to “sell Company A 100,000 barrels of uncontrolled 
oil at $9.00 per barrel. Company B would run the oil through a 
“daisy chain" wherein someone would change the certifications from 
controlled to uncontrolled. Company B and the other companies 
would profit from the $3.00 differential between $6.00 and $9.00. 
Company A would sell the falsely certified uncontrolled oil for 
$35.00 and reap huge illegal profits. 


MARC RICH and PINCUS GREEN used International to participate 
as the original reseller of controlled oil into a "daisy chain". 


Under the DOE regulations, resellers such as International 
were restricted in the prices they could charge their customers for 
crude oil. Effective 9/1/80, International and other resellers were 
permitted only a $.20 profit or mark-up per barrel of oil it sold 
in the controlled category. In the event a reseller's average mark-up 
ox profit, computed on a monthly basis, exceeded $.20 per barrel, the 
excess profits were illegal and were required to be refunded to its 
customers 


Resellers such as International were required by law to . 
submit each month forms ERA-69 to the DOE setting forth their actual 
average mark-up per barrel for crude oil sales and specifying any 
overcharges to customers so that they could be immediately refunded. 
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Last summer, soon after he was 
,Sworn in as the United States Attorney 
-for the Southern District of New York, 
t . Rudolph W. Giuliani made four unpub- 

~ licized visits to the Lower East Side. 
-... His purpose, he said, was to. get a 
first-hand look at the drug trafficking 
that has been openly conducted on the 
streets there for years. 

. Those visits, Mr. Giuliani said, led to 
anew strategy of encouraging Federal 
agents to arrest low-level drug dealers 
and prosecuting the dealers in the Fed- 

«eral courts. Previously, Federal au- 
thorities concentrated on middle- and 
high-level traffickers and left the 

-Smaller dealers to the city’s Police De- 

epartment and state criminal courts. 

. “Any sale of narcotics is both a Federal 

and astate violation. 


Preview of Administration 


r Many of the 131 assistant United 
‘® States attorneys in the Southern Dis- 
ig trict welcomed the antinarcotics-cam- 
“paign as.a preview of Mr. Giuliani’s ad- 
ministration. They saw his efforts as 
indicating that he would be an energet- 
‘sic, innovative prosecutor who was cer- 

“tain to attract much attention to the of- 
r fice, which is considered one of the 
"most important agencies in the Fed- 

-eral law enforcement system. 
- Because Manhattan is a hub for 
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major criminal and civil cases, Mr. 
Giuliani’s post is one of the most cov- 
éted Federal law enforcement jobs in 
the country. In accepting President 
Reagan’s appointment last June, Mr. 
Giuliani gave up the No. 3 job in the 
Justice Department, that of the associ- 
ate attorney general. For two year's in 
that post he supervised all 93 United 
States Attorneys in the country, includ- 
ing the Southern District’s. ° 

The 39-year-old Mr. Giuliani was 
born and reared in New York City. He 
was an assistant United States attorney | 
.in the Southern District from 1970 to 
1975. In those years he acquired a repu- 
tation as a successful prosecutor in sev- 
eral publicized political and police cor- 
ruption trials. Lawyers and colleagues " 
ranked him as a master of cross- 
examination. _ 

Now, six months after being sworn in 
as United States Attorney, Mr. Giuliani 
works in a cluttered office in the Jus- 
tice Department Building at 1 St. An- 
drew’s Plaza,.just off Foley Square in 
lower Manhattan. He sits besides an 
American flag and with a portrait of 
Thomas Jefferson propped up on a bu- 
reau and wall behind him. 


Major Policy Changes 


Since Mr. Giuliani’s appointment 8 
new attorneys have been added to the 
narcotics unit, raising the total to 21. In 
addition to an increased emphasis on 
drugs, Mr. Giuliani said these were his 
other major policy changes: 

@More and quicker prosecutions of 
tax-evasion cases, which he said now 
often take as long as two years before 
indictments are obtained. His office 
and the Internal Revenue Service are 
‘developing. a plan to uncover major 
violators and speed up prosecutions. ’ , 

GThe assignment of a special assist- 
ant to oversee public corruption cases 
and toinsure that information obtained 
by different sections of the office is 
properly coordinated. He defended 
“Abscam-type”’ undercover operations 
as “very necessary at getting'‘at board- 
room, Congressional and executive 
branch corruption.” 

GMore appointments of prosecutors 
from city district attorneys’ offices as 
temporary assistant United States at- 
torneys to increase cooperation with 
local law enforcement agencies. Eight 
assistant district attorneys have been 

: “cross-designated” as assistant Fed- 
eral attorneys by Mr. Giuliani in an ef- 
fort to reduce “rivalry and jurisdic- 

tional problems that can be very de- 
structive,”’ he said. 

GThe opening of an office in White 
Plains last November, the first outside 
of lower Manhattan in the district, 
which comprises Manhattan, the 
Bronx and six counties north of the 
city. Mr. Giuliani said he wanted to 
initiate more investigations in the sub- 
urbs and to allow grand juries to meet 
there instead of only in Manhattan. 
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tering problems with the buses. 


Mr. Perfall also said that the Metro- 
0 litan Suburban Bus Authority, a sub-! 
idiary ofthe M,T.A. that runs‘buses-on 
ong Island and provides bus service 
rom there to subways in Far Rock- 
way, Flushing and Jamaica, Queens, 
hecked its 125 Grumman Fixible 


uses this weekend. That agency has 
0 buses. 
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Continued From Page Bl ; 
ing for disease-causing viruses, bac- 
eria and cancer cells to kill. ‘ 
Dr. Nathan’s.job is to learn what he 
tan about how the macrophage kills 
wading cells. To do this, he often 
ses Chemicals found in the body in 
ninute amounts — but made with re- 
‘fombinant DNA techniques in great 
juantities — to stimulate the macro- 
bhage’s killing activity. 
While working on an experiment, 
Dr. Nathan often sits at a long table 
itted With a sink, a stool, shelves 
verhead and cy" 3-ds underneath, 
mee tabhe knoll DU-the banch,” is 
ie ce for basi¢ re- 
f times, Dr. Na- 
ered with test 
rnd note pads, 
s cleaned off in 
priment. 
larating 
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han said: 
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Mr. Perfall said no problems had 
been found in the Long Island buses. 
The Authority has alerted the private 






























about 300 Grumman buses, of the prob- 
lems. Mr. Perfall said The Fixible Cor- 
poration would alert all other bus com- 
panies in the country that use this 
model bus. About 5,000 of the buses are 
in use outside the city, he said. 


Experiment 


cell differentiation, the study of plant 
genes that regulate photosynthesis, 
the study of skin diseases, and the 
study of diseases caused by parasites, 
which is one of the world’s leading 
health problems outside of the United 
States and developed countries. 


Study of Canaries 


Another Rockefeller scientist, Dr. 
Fernando Nottebohm, is studying 
how canaries learn.to sing. According 
to Dr. Lederberg, his research is an 
example of how basic scientific study - 
‘can unexpectedly provide insights 
ee potential applications.in other 

Ss. 











“ 


x 


ing songbirds in the/early » 
was more interested in thj 


their brains changed w: 

He found that the 
did indeed change. Inf 
bohm and his colleagues* 
ered that during the ye. %j-.- 
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of the public, should 


Costs of funding the system of criminal 
lstice,”? 


"Narcotics, organized Crime, white- 


Collar crimes and public corruption 
igative priorities. The priorities 
ill be “‘balanced,” he said, adding: 
, You have to keep the ball in the air 
i In each one of these areas. That is the 
| Way to create general deterrence and 

to dispel cynicism about law enforce- 
ment by showing we treat everyone 
alike, whether you are a major crimi- 
inal or a low-level drug pusher,” 


i Criticism From Some Quarters 


* The shift in narcotics strategy, how- 
ever, has been criticized by some of the 













several Federal judges, They have said 
‘| Privately that the office and the Fed- 
eral District Court in Manhattan lack 
€ resources to prosecute large num- 
| bers of low-level drug dealers in the 
city and that the narcotics campaign 
would impede more vital matters. 
The attorneys and judges said Mr. 
(| Giuliani might have been seeking 
| favorable publicity by announcing the 
4| Harcotics crackdown and by:personally 
appearing in court last month to ask for 
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shalf the total budget of $14 million for 
this office,” he explained. ‘Drug deal- 
rers and white-collar criminals, instead 
have to pay the 


Giuliani as his four 


}| attorneys on Mr. Giuliani’s staff and, 












long prison terms for the first two con- 
victed dealers. 

Mr. Giuliani, in a recent interview, 
said he was aware of the criticism. But 
he emphasized that new narcotics 
policy was “long overdue” and was the 
} opening move on his part to make his 
office “‘more relevant” to the needs of 
the community. 

Elite Attitude by Attorneys’ 


“I know there is a certain resistance 
among’some of the judges and an elite 
attitude by attorneys that God put us 
here to do only important cases,” he 
said.'“‘They have got to stop sitting in 
ivory towers and deciding on their own 
what is important. Ore of the problems 
this city has is drug dealing on -the 
Lower East Side and if the city can’t 
handle that problem because it is over- 


| whelmed by other crime problems than 


We have a responsibility to help.” 

Last July after watching heroin sales 
along Eldridge and Rivington Streets 
and\Avenues A and B, Mr. Giuliani en- 
couraged the Federal Drug Enforc- 
ment Administration to crack down on 
cent sales on the Lower East Side. 

le said his decision was also influ- 
enced by Mayor Koch, who in a meet- 
ing-with his staff complained that Fed- 
eral offficials were chiefly interested in 
“big cases” and had ignored drug deal- 
a in such areas as the Lower East 
ide, - 
So far, Federal agents have arrested 








more than 20 suspects for narcotics 
sales on the Lower East Side and 12 
have been convicted in the Federal Dis- 
trict Court in Manhattan, most of them 
for the sale of heroin. They have re- 
ceived sentences ranging from proba- 


-tion to 10 years in prison. 


Mr. Giuliani said he would keep the 
pressure on the Lower East Side for at 
least two years. ‘‘That neighborhood 
had become an area of immunity for 
drug dealers, affecting the lives of tens 
of thousands of people,”’ he said. “The 
dealers also are supplying heroin for 
the rest of the city and the Northeast. 
Sure, we can’t catch all of them, but we 
want to’send a message to them; when 
we catch you, you go away for a long 
time.” 

According to Mr. Giuliani, the public 
and news organizations “have a more 
benign view of organized crime and 
white-collar criminals than they 
should,” because they wrongly view 
such criminals as having committed 
victimless offenses. : 

His own family, Mr. Giuliani said, 
was victimized by an organized-crime 
group at the turn of the century when 
his immigrant grandfather was forced 
toclosed several cigar stores in the city 
rather than pay “protection money” to 
gangsters. 


Organized crime and white-collar 


criminals, who usually are involved in 
frauds and corruption, he said, “un- 
hinge the law for everybody and en- 
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| tions that he planned personally to con- - 





























courge other people directly and indi- > 
rectly to commit crimes of violence.” - Bi 
Since his appointment, Mr. Giuliani ~> 
said he was aware of “gossip and - 
rumors’’ that he took the post in the aff 
hope that the attention it brought would _ - i, 
help him begin a political career. “I . iif 
have no‘such plans,” he said, “al- - 
though it is impossible to convince 
some people of that.’’ i 
He declined to comment on sugges- 


duct the courtroom prosecution soon of A 
a major organized-crime figure. Last , 14 
September, F.B.I. officials said they gf 
expected that Federal indictments of © 
key organized-crime leaders would be PS 
announced this year in Manhattan. ey 
“There are a couple of cases I am i 
thinking about,‘ Mr. Giuliani said, %% ! 
refusing to be specific. “Part of theex- 
citement of this job is being able to try i 
afew cases.” ; 


LOTTERY NUMBERS 
ee ee ee 
Jan. 8, 1984 a 
New York Numbers— 149 
New York Win 4— 3130 ony 















Jan. 7, 1984 
New York Lotto — 11, 12, 28, 41, 4 
43, 7; supplementary, 19 7. 
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es began, 

Henry Stern has been selling neck- 
. ties in this way for a number of years. 
* At dinners. At lunches. In hallways, At 

‘” every possible occasion. 
|} Henry Stern is, in fact, in the busi- 
- hess of selling neckties with his part- 
| ner, Deputy Mayor Robert F. Wagner 
’ Jr. They have made more than $35,000 
| selling their neckties, although Mr. 
'- Wagner gives most of the credit to Mr. 

- Stern, 

All the money goes to benefit New 
York City. Once, they turned over 
‘$7,000 for libraries. Another time they 
r donated $500 to City Harvest, a food 
program for the needy. They now turn 


‘Red Caps’ Fight 


~ By DAVID W. DUNLAP 
‘The Red ‘Caps have come to the 
northwest Bronx. And with the arrival 
bf the Fire Department’s special arson- 
Kighting squad, the city has moved 
north of Fordham Road in its efforts to 
keep arsonists from further devastat- 
ing the borough. 
-“The message of the Red Caps is, ‘No 
more South Bronxes anywhere in New 
ork City,’ ’’? Mayor Koch proclaimed 
pst week, acknowledging that a prob- 
m once confined to the southernmost 
@acart of the borough now endangered a. 
far larger area. 
-“The arsonists are moving north, 
Kbbling away at our residential and 
‘ymmercial sections,” said Thomas 
7. Wooding, vice president of the 
forthwest Bronx Community and 
lergy Coalition, a group that lobbies 
eavily for better fire protection 
en 
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munity Trus:, where they have $28,893 
invested in inoney market funds,‘ ac- 
cording to 4 kesman for that foun- 
dation. The@jmmunity Trust gives 
grants to a va&iety of groups that sup- 
ply services in health, education and 
the arts. 


Even though Mr. Wagner will be 
leaving the city government this month 


to takea fellowship at Harvard Univer-" 


sity, he said the tie partnership would 
remain intact. He said he would con- 
tinue to refer customers to Mr. Stern. 


It all started in 1976, during the city’s 
fiscal crisis, when Mr. Stern and Mr. 


area, according to Fire Department 
figures. There were 139 fires of suspi- 
cious origin in the first 10 months of 
last year; in all of 1980, there were 137 
such fires in the area. 

Since the Red Cap program began in 
1981, it has been credited with cutting: 
the number of arson fires and increas- 
ing arson arrests in small areas around 
the city. The marshals have twice be- 
fore been stationed in the Bronx — in 
the west and central portions of the bor-_ 
ough, south of Fordham Road. 

Last year, when they worked in the 
East Tremont section of the Bronx, 
suspicious fires dropped to 122, com- 
pared with 169 in the corresponding 
period of 1982. 


Fires Where People Live 
What concerns Thomas M. Sweet-, 


n the danvtv ehic 


ry} 


eee Teh UU ms eee 
“Mayor Lindsay had ties made up 
-which he gave to executives in his ad- 
ministration,” Mr. Steygiiiscalied. “We 
said why can’t we sell S@jor people to 
wear, and we can make nioney to-help 
alleviate the fiscal crisis.” 


. They designed a dark blue polyéster 
necktie with the city seal emblazoned 
in gold (the burgundy tie was added re- 
cently). The label Stern & Wagneriwas 
sewn in. The cost of each tie was $4.25, 
and they sold them for $8.10. Sales 
mushroomed. 


By the next year, they had made 
$7,000 in profits, which they decided to 
present to Mayor Abraham D, Beame. 


ing Arson in the Northwest Bronx 


ings in the hope the city will move them 
to better apartments. 

“The occupied building is obviously a 
much more dangerous place for a 
fire,” he said, “but it’s also a much big- 
ger well to tap in terms of community 
information.” 

Local cooperation is part of the mar- 
shals’ simple strategy. They are vis- 
ible, they saturate an area and they in- 
vestigate every fire — not just those 
later declared suspicious. Getting on 
the scene quickly, they find witnesses 
who might vanish and evidence that 
might be lost. 


Eager to Share Credit 


A wide assortment of officials and 
local leaders —- all eager to share 
credit for the Red Caps’ success — 
were on hand in a chilly fire house at 


f 


By. Decade salu He WAS t00 DUSY 
to see the two Councilmen, who had, 
been critical of his administrftivn,.Thé 
money was finally presented to Comp- 
troller Harrison J. Goldin. Mayor 
Beame said later that he had not real- 
ized the two Councilmen wanted to turn 
moneyovertohim. ~ 


One thing led to another. When Mr. 
Stern became Parks Commissioner 
last year, he said he was appalled to 
find that a Parks Department tie — 
navy blue with green maple leaves — [' 
was being sold at cost, for $10 each, He. 
went immediately to his own distribu- / 
tor, struck a deal in which the ties/; 
would be produced in polyester for $5 a 
tie and is now making a $5 profit on 
each tie, which will go for the benefit of 
parks,. ... 

The park ties are only available to 
people who are involved with the city’s | 5 
parks, The city ties can be purchased 
by anyone at 61 Chambers Street or 
from Commissioner Stern all over 
town. 

The recycling ceremony the other {I 
day was held under threatening skies, |, 
and Mr’, Stern was wearing an orange 
slicker with Department of Parks, New 


| York City, lettered across the back. 


Park workers wear them in the rain. 
Sanitation Commissioner Norman Stei- 


| sel remarked that it was a nice-looking 


rain slicker, 

‘A lot of people have said that,”’ Mr. 
Stern replied happily. ‘“‘We’re thinking 
of marketing it for the public.” 
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U.S. Department of Justice 
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MARC RICH - FUGITIVE; Sin he, 
PINC = VE; b6 “tie os Moy 
: b7C Ss, 
MARC RICH & CO-} 
MARC RICH & CO. INTERNATIONAL, LTD.; 
ALSO KNOWN AS 
"CLARENDON A.G." 


Case Agent: Ss b6 
Supervisor: as 
i, Background: — 


Marc Rich and Pincus Green are United States citizens 
who, in 1974, formed Mare Rich & Co. A.G. ("A.G."). AGisa 
Swiss corporation which engages in the worldwide business of 
trading commodities, including crude oil. AG trades an annual 
volume of $10 billion, 60% of which represents oil trades. 

AG has a wholly-owned subsidiary, Marc. Rich & Co. International 
A.G. which has a branch office in the United States named Marc 
Rich & Co. International ("International"). Until the summer 
of 1983, Marc Rich and Pincus. Green ran the oil trading acti- 
vities of A.G. and International from International's Offices 
in New York. . 





From approximately September, 1980 through at least 
June, 1981, Marc Rich and Pincus Green surreptitiously moved 
at least $100 million out of the U.S. from International to 
A.G. Most of this money constituted illegal proceeds from 
domestic crude oil transactions wherein Marc Rich and Pincus 
Green defrauded their customers by unlawfully overcharging 
them for domestic crude oil. 


Marc Rich and Pincus Green devised an elaborate scheme 
to cover up their fraud wherein they used two third party U.S. 


Q-RQ-O1 
ro Oh iy b7C 
TG 
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companies; West Texas Marketing Corp (WTMC) and Listo 
Petroleum (LISTO), to conduct their business and ostensibly 
to collect the illicit profits and overcharges on their books. 
Marc Rich and Pincus Green would then remove these illegal 
profits from the books of WTMC and LISTO by creating sham 
traasactions where WIMC and LISTO would purportedly buy 
foreign crude oil from AG and then resell it simultaneously 
for a $3.00 per barrell loss to a Panamian subsidiary of 
A.G.* The sole purpose of these deals was to launder the 
illegal money from the books of WTMC and LISTO offshore to 
A.G. 


Marc Rich and Pincus Green violated various Federal 
energy law regulations which controlled the prices at which 
crude oil could be sold in the U.S. and restricted their 
average mark-up or profits to 20¢ per barrel as well as evaded 
over $48 million in U.S. taxes on the hidden income. ** In 
addition to the U.S. Government that was defrauded of substan- 
tial tax revenues and the proper administration of its energy 
and tax laws, victims of this scheme were the customers Marc 
Rich and Pincus Green, who were overcharged and the American 
Public which ended up paying higher gas and oil prices. 


On September 19, 1983, the Grand Jury for the Southern 
District of New York concurred in the finding of a 5l-count 
indictment. The indictment charges captioned with conspiring 
to and conducting their commodities business through a pattern 
of racketeering involving the schemes to defraud their customers, 
the DOE and IRS. Each defendant is charged with various mail 
and wire fraud violations regarding these fraud schemes as weil 
as tax evasion. Additionally, Marc Rich and Pincus Green are 
charged with illegal trades with Iran during the hostage crises 
amounting to over $200 million. 





* These transactions were made to look legitimate by using in- 
voices which set forth real tankers and bills of lading dates. 
In almost every case, A.G.'s records reveal that the oil on 
these tankers was already sold by A.G. to third parties in 
presumably legitimate deals at the time thése shag} transactions 
were done. 


** It also appears that Marc Rich and Pincus Green were evading 
Swiss taxes by arbitrarily moving hundreds of millions of A.G.'s 
profits to Liquin Resources, a Panamanian subsidiary of A.G. 











* 
‘ 


The evidence in this case is overwhelming and in- 
cludes testimony from employees and. former employees of Marc 
Rich and Pincus Green as well as from various third party a, 
companies. 





In late August, 1980, Mare Rich and Pi 
conceived the afore-described sch 
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id business. Rich proposed that 
International's profit from domestic crude 

OL eals in a "pot" on WTMC's books and thereafter send the 
money from the "pot" to A.G. through a series of fictitious 
foreign crude oil deals. The money in the "pot" was generated 
in deals where International would sell price controlled barrels 
to WIMC in return for equal numbers of uncontrolled barrels 

at large discounts which could then be sold for huge profits. 
Rather than invoice International. at the agreed upon discounted 
price, Rich and Green had WIMC invoice them at the higher 

world market price so as to make it appear that International 
had paid the higher price for the oil. However, WIMC agreed 

to keep the difference between the discounts and high price 

in the "pot" for Rich and Green. The oil was then sold for 

the high price to various customers. The DOE and the cus- 
tomers were unaware of the overcharges because of the false 
invoices which covered up the fact that International had 
actually paid less for the oil and was therefore making illegal 
profits in excess of its 20¢ per barrel limitations. Under 

the law, Rich and Green were required to report all overcharges 
to the DOE in monthly reports called ERA - 69's and to refund ~~ 
the overcharges to their customers. Rich & Green filed false 
ERA ~ 69's for the months September, 1980 - January, 1981 which 
fraudulently hid their profits being held in the LISTO and 

WIMC "pots" and failed to disclose their illegal overcharges 
Which totalled at least $100 million; accordingly, these 
overcharges were not repaid to the defrauded customers. 


tion 





II. Continuing Investigation: 


The grand jury of the SDNY is continuing hearing 
evidence in regard to the following: 





pursuant to a forth-with subpoena and transported to the gran 
jury. 


D The grand jury is continuing to probe whether 
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of the national security aspects of bbme of the information. 
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In regard to 


RELIABILITY OF SOURCE: 


ource has been providing information to the FBI 
Source has continued to provide highi 






information 
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REQUEST OF THE BUREAU: 


The Bureau.is requested to approve and support the 
bei to bring about the 
In this regard, 
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United States Attorne SDNY and staff hav 











ey strongly concur with 
pursuit o and will commit their full resources 


aaa a NYO of the FBI to insure optimum benefit of 
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TO: SAC: 

Oj Albany’ O Houston CO) Oklahoma City 
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fa oe i aaiean ‘ Fl ce tl Bufile ALL 
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0 Atlanta C] Kansas City CO Pittsburgh I N FORMAT! ION | CONTAINED 

O) Baltimore 0 Knoxville C) Portlan Urfile HERE 
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O) Boston C Little Rock oO eporemiante 

Oo Buffalo OLos Angeles C St. Louis DAT, 2-2)}-0} B 
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C] Charlotte C1 Memphis ) San Antonio 

O) Chicago O) Miami (1 San Diego. 
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F Zive S Greer, FUG! rae Et eS 
JIWIL -RAVD, LURE, (RALD, da Validate NCIC Record 


KA CS ke Peek ING b6 Modify to Include FPC' 


C Enclosed is subject's identification record. FBI # ania 


A Enclosed is identification record of an individu ical with subject. Endeavor to determine and advise 

whether these individuals are identical. FBI # 
if identical to fugitive, submit supplemental FD-65. 

 Asearch of the name files of the Identification Division did not disclose a fingerprint record for the above-named fugitive. Endeavor to 
develop any additional data that will identify this individual with a fingerprint record. 

C Identification record consists only of military fingerprints. Fugitive notice being maintained O identical or 0 may be identical with 
FB! # 

0 Enclosed is information extracted from identification record FB! # SEC as requested in urlet 

0 Photographs and negatives transmitted herewith. S.No photograph available. 


( Photograph may be obtained from ==, 
1 Original photograph from os a on microfilm and will be furnished upon request 


0 FBI number ertains_to_on . Modify NCIC record. 
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UNITED STATES DEPARTMENT OF JUSTICE 
FEDERAL BUREAU OF INVESTIGATION 
IDENTIFICATION DIVISION 
WASHINGTON, D.C. 20537 b6 01/05/84 
b7C 


Use of the following FBI record, NUMBER pea is REGULATED BY LAW. It is furnished FOR | 
OFFICIAL USE ONLY and should ONLY BE USE QUESTED. When further explanation of arrest charge 0 al 


or disposition is needed, communicate directly with the agency that contributed the fingerprints. 


Contributor: Sage 
Identifier (ORI) plas ae C - Charge 
Ca ber (OCA) State Number (SID) Received D - Disposition 
5 ING 


THE SUBJECT'S IDENTIFICATION RECORD AHPEAR EREUNDER HAS BEEN RETRIEVED 
FROM THE IDENTIFICAYION DIVISION FILEG BASED ON DESCRIPTORS FURNISHED IN 
YOUR REQUEST WHICH MATCHED THOSE ON F 
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ALL DESCRIPTORS GN FILE ARE LISTED BELOW. 


NAME OF YOUR IDENTIFICATION NAME OF YOUR IDENTIFICATION 
DESCRIPTOR REQUEST| DIVISION FILES DESCRIPTOR REQUEST DIVISION FILES 


RACE BURTH DATE 
SEX 

HEIGHT 
WEIGHT 
HAIR 

EYES 

SCARS ETC. 


ATTENTION--~ SINCE NEITHER FINGERPRINTS NOR ANY IDENTIFYING NUMBER 
WHICH IS INDEXED |IN OUR FILES ACCOMPANIED YOUR REQUEST, 
/ THE FBI CANNOT GUARANTEE JN ANY MANNER THAT THIS MATERIAL 
CONCERNS THE INDIVIDUAL IN WHOM YOU ARE INTERESTED. 


NATIONAL CRIME INFORMATION CENTER FGP1. CLASS: ff rrrt—‘“‘CSCOTTCC~CC 


ALL INFORMATION CONTAINED 
HEREIN iS UNCLASSIFIED 
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Address 
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C] All References 

O Main Subversive Case Files Only 
O Subversive References Only 


File & Serial Number 
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. O Confidential Indices 









Social Security Account # 


Birth Date Birthplace i 


C1 Restrict Locality of 
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Sex 
O] Male 
C] Female 









O Main Criminal Case Files Only 

) Criminal References Only ‘ 
C1 Main Subversive (If no Main, list all Subversive References) 
1 Main Criminal (If no Main, list all Criminal References) 





: 


_ _.._ Remarks File & Serial Number Remarks 


6 ¢ 


ww 
a” 
& 
ax 
& 


2 | 





Requested by 


Searched by 


Consolidated by 


Reviewed by 


| - identical 
NI - Not identical 


Extension | File No. 


site 

= 
ce 
zie 
a 
inter 


ALL INFORMA TT WE 


Cm Rosie 


mt 
‘ad 
ae 






al fal 
~ Q ~ 
2 2 2 


FERGN IS UNGLAS 

DATE 2-2i-ol B 
b6 
b7c 


File Review Symbols 


? - Not identifiable 
U - Unavailable reference 
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ADVICE OF RIGHTS 


1. YOU MAY REFUSE TO ANSWER ANY QUESTION IF A TRUTHFUL 
ANSWER TO THE QUESTION WOULD TEND TO INCRIMINATE YOU. 


2. ANYTHING THAT YOU DO SAY MAY BE USED AGAINST YOU BY 
THE GRAND JURY OR IN A SUBSEQUENT LEGAL PROCEEDING. 


3. IF YOU HAVE RETAINED COUNSEL, THE GRAND JURY WILL 
PERMIT YOU A REASONABLE OPPORTUNITY TO STEP OUTSIDE 
THE GRAND JURY ROOM TO CONSULT WITH COUNSEL IF YOU 
SO DESIRE. 


ALL INFORMATION CONTAINED 
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Form ‘No. US4™33s-222 (Rev. 12-14-70) Grand Jury Subpoena 


be INFORMAL. CURTAIRER 
HERENY IS UNC eSSIFIED 7 
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United States District Court 

SOUTHERN DISTRICT OF NEW YORK 
b6 
tf sq. bre 


| b3 
GREETING: 


WE COMMAND YOU that all and singular business and excuses being laid aside, you and 
each of you appear and attend before the GRAND INQUEST of the body of the people of the 
United States of America for the Southern District of New York, at a District Court, to be held 


at Room 1401 in the United States Courthouse, Foley Square, in the Borough o ttan, 
City i the sai rn District of New_York, on the day b3 
of at o’clock in the noon, to testify and 


give evidence in regard to an alleged violation of Section 


Title 26, United States Code, Section 7201 
Title 18, Unitéd Statés Codé; Séction 371 


on the part of the United States, and not to depart the Court without leave thereof, or of the 


United States Attorney. 
And for failure to attend you will be deemed guilty of contempt of Court and liable to penalties 


of the law. ; 





DATED: New York, N. Y, _January 9, 1984 


4 
7 / f 


Ce ae Me, ee ! 
7 ip 4. KDteithaur 
RUDOLPH W. GIULIANI 


United States Attorney for the 
Southern District of New York 


Note: Report at Room 7 In order to secure your witness fees and mileage, it is necessary 
_ that you retain this Subpoena and present the same at the United States Attorney’s Office, Room 
468, upon each day on which you attend Court as a witness. 


767 b6 


b7C 


eel ae Lee U. §. ATTORNEY'S OFFICE 
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NEW YORK, REW YORK 10007 
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United States Pisirict Court 
SOUTHERN DISTRICT OF NEW YORK 
b7C 
= GREETING: 
WE COMMAND YOU that all and singular business and excuses being laid aside; you and 
each of you appear and attend before the GRAND INQUEST of the body of the people of the 
United States of America for the Southern District of New York, at a District Court, to be held 
at Room 1401 in the United States Courthouse, Foley Square, in the Boro hattan, 
City ork, i for the saj rn District of New_York, on the day 
of at o’clock in the moon, to testify an b3 


give evidence in regard to an alleged violation of Section 


Title 26, United States Code, Section 7201 
Title 18, United Statés Code, Section 371 


on the part of the United States, and not to depart the Court without leave thereof, or of the 
United States Attorney. 

And for failure to attend you will be deemed guilty of contempt of Court and liable to penalties 
of the law. 


DATED: New York, N. Y, January 9, 1984 . 


| | Ce., nnd, 7 Singh ardds- 
: bee [r a Clerk 


., GIULIANT 
United States Attorney o the 
Southern District of New York 


Note: Report at Room LG In order to secure your witness fees and mileage, it is necessary 
that you retain this Subpoena and present the same at the United States Attorney’s Office, Room 
468, upon each day on which you attend Court as a witness. 
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Form No. USA-33s-222 (Rev. 12-14-70) Grand Jury Subpoena 


United States District Court 
SOUTHERN DISTRICT OF NEW YORK 


TO , 
b6 


b7C : 
b3 GREETING: 





WE COMMAND YOU that all and singular business and excuses being laid aside, you and 
each of you appear and attend before the GRAND INQUEST of the body of the people of the 
United States of America for the Southern District of New York, at a District Court, to be held 
at Room 1401 in the United States Courthouse, Foley Square, in the Bor Manhattan, ; 
City i the sai ern District of N. , on the [ees day 
of ieee at P| o’clock in palo to testify an . b3 


give evidence in regard to an alleged violation of Section 


Title 26, United States Code, Section 7201 
Title 18, United States Gode, Section 371 


on the part of the United States, and not to depart the Court without leave thereof, or of the 
United States Attorney. 

And for failure to attend you will be deemed guilty of contempt of Court and liable to penalties 
of the law. 





DATED: New York, N. y, _January 9, 1984 | 


j /4U/ ane ete Cong herd 


RUDOLPH W. GIULIANI 
United States Attorney for the 
Southern District of New York 


Note: Report at Room 257 In order to secure your witness fees and mileage, it is necessary 
that you retain this Subpoena and present the same at the United States Attorney’s Office, Room 
a upon each day on which you attend Court as a witness. 
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This subsoene shall remain in effect until you are granted leave to depart by the court or by an officer acting 
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Br 
UNGLAS 
MARC RICH - FUSITIVE} PINUS GREEN - FucrTIve;[ i ie 
DBA MARS RICH AND SOMPANY, A.3.3 RICOS FRYS MP} TAX EVASION; 
00: NEW YORK 
RENY FD-515 TO THE DIRECTOR, DATED 13/31/83. 
IN THE ABOVE REFERENCED FD-515, NEY YORK CLAIMED 4 RECOVERY 
OF $22 MILLION. ANY RESOVERY IN sx¥cESS ‘Op $1 MILLION QBQUI2ES 
AN EXPLANATORY LEM SHOWING HOW ACTIONS OF TIE FBI LEAD TO THE 
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TO: SAC, SEATTLE (29A-2948) (P) { 
FROM: ADIC, NEW YORK (196A~1774) (P) (M-1) 


susgecr:[ = 
EP an b7C 
SEATTLE, WASHINGTON 
BF && 
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Re Seattle subpoena transmitted by facsimile to 
New York on 1/10/84. 
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NEW YORK (196A-1774) (P) (M-1) a 
ROUTINE 2 tu 2 

ATTN: SUPV. NETAL CRIMES 
Br 
UNCLAS 
MARC RICH - FUGITIVE; PINCUS GREEN - FUGITIVE;[_——————_—=s| MARC 
RICH AND COMPANY, A.G; MARC RICH AND COMPANY INTERNATIONAL, LTD. b6 
AKA, "CLAREDON A.G."; RICO; FBW; MF; TAX EVASION; TRADING WITH b7C 
ENEMY; 00: NEW YORK. 

RENYTELETYPE TO BUREAU, DATED JANUARY 13, 1984. 

AUSA SOUTHERN DISTRICT OF NEW YORK RELATED b6 
THAT THE ig 


1 - New York 

1 - Supervisor M-] 
MEB:mmm047V3 
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ACCOMPLISHMENT REPORT 


iSudmit within 30 days from date of accomotisnment} 


© 












TO: DIRECTOR, FBI 196-2848 
urea: File Numoer 
ADIC 
FROM: Sax’ NEW YORK eel i 
SUBJECT: MARC RICH-~ Reece tae 
PIN ee 
| M1 
b6 LC & CO, |__ Squad or RA Number _| 
p7c Marc Rich & Co. 
International, LTD, heer, 
"Clarendon A. G. 


RICO~FBW-MF-Tax RVAS TOMS 


TRADING WITH ENEMY (OO 4%) 


4, Prailminary Judicial Procags Compaints | Informations 


(Number of subjects) 


3. Arrests, Locates, Summonses 
& Subpoanas (No. of sudfecta) 


FRI Arrests - 


Number of Subjects of FBI Arrests Who Physically Resisted 
Number of Subjects of FBI Arrests Who Were Armed 


Caminal Summons Subpoonss Served 
1. Release of Hostages: (Number of Hostages Releazed) 








Hostages Hekt By Terronsts 





; Ai Other Hostage Situations 


. Final Judicis! Process: Judicial Ostriet 


Subject 1 - Name - 


‘C1 prema: 
Olversion 
C1 cismiseal 
Ci vcquitar] | right, if more than tour 





sections ara invatved, limit to {(_] 
the four most relevant. 


Subject 2 - Name - 








investigative Assistance or Techniques Used 


1 = Used, but cid not helo 

2 = Heined, but only mnmaty 
3 = Heed, substandally 

4 = Abscutaty essential 


Government Octendam 


Prodation 


Court Ordered Forfeitures 


18. Show Money Rang 
Usage 


Indictments |p. Recoveries, Restitutions, Court Ordered Fortaituras of Potential Economic Loss Pravented (PELP) 


a Dascription Code ° - 


inNail Torm ae aon 


| Mos j yrs | 


0 Conviction 
eater + Convictions - oe Section Counts 
Oiversion ‘ 
3 SS) ome om 
= alt sentence data In scaca at meance 
—t Acquittal 


fight. If more than four 
sections are invoWed, limrt to 
the four most relevant. 





Subject 3 - Name - 








= Conviction 
t 
= = one) + Convictions - Section 
= SEH Enter conviction and 
_ Cismissal sentence data in space at 
a = Acquitta aght. if more than four 





sections are involved, limnt to 
the four most relevant. 
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marks: Pursuant to 8/5/83 


** Case involves a Joint Investigation between FBI, 








Jureau 


“eld Olea (1 TAU) (¥-66-8492) 


a codes on raversa side. 


(1-Supv. M-1) 


feauty the other Federal Agencylies} in the Remarks Section. 


iMEB: ibe 
(6) 


Counts | 


iNCLASSIE a tte 


Subject descnpton codes in Section F are requiréd only when reporting 3 
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IRS, 
196A~1774) 


opfictan, 








and U.S. 





Were any of the investigative asastence or tecaniques listed below used in connection with accometizhment 
veing caimea? K} No (] Yes - if Yes, rate aach used as fofows: 


. Acctg Tach Ratng! 8. ELSUR- Ranngi1t. Lap Civ: Rating 7. Surves: 
Assistance Title Hl | Field Support hl Sqd Asst 
Axrcratt 7. Hypacsis j12. Pen 18. SWAT Team 
Asstatance Assistance | Regsters ’ Acton 
Computer 8. Kent Ov 13, Photograpnic 19. Teleonene Tod 
Assistanca. Assrercs Coverage ~ | Records 
Consensual 9. Informant 14, Fotygrach j20. Undercover 
Monitoring Information Asaistance Operaten 

. ELSUR- 10, Lad Ow 15. Seach Warrants * |21. Visual Invest- 
Fisc Exams, Executed Analyaia (VIA) 





Govemment Plaintitt 


Seen soentee ares 
$ : 
Enter AFA Payment Here ; 
{Use two re state abbreviations per U.S. Post Otfica Guide. For Example - The Northern District of Texas as NG TX; The | 


Sudject’s Ooscription Code * 
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Customs. 
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$e Code ‘ 
“4 Deseription No Description 
: Cash (U.S. and foreign currency) 21 Blank Negotiable Instruments or Tickets 
7 Stock, Bonds or Negotiable Instruments (checks, travelers checks, 22 Counterfeit Stocks, Bonds, Currency or Negotiable Instruments 
money orders, certificates of deposit, etc) < 23 Counterfeit or Pirated Sound Recordings or Motion Pictures 
3 > General Retail Merchandise (clothing, food, liquor, cigarettes, TVs, etc) 24 Bank Theft Scheme Aborted 
« Vehicles (autos, trucks, tractors, trailers, campers, motorcycles, etc) 25 Ransom, Extortion or Bribe Demand Aborted 
5 Heavy Machinery & Equipment (heavy equipment, computers, etc)” 26 Theft From, or Fraud Against, Govemment Scheme Aborted 
S Bulk Materials (grain, fuel, raw materials, metals, wire, etc) 27 . Commercial or- Industrial Theft Scheme Aborted 
7 Jewelry (including unset precious and semiprecious stones} 
8 Precious Metals (gold, silver, silverware, platinum, etc) 
8 Art, Antiques or Rare Collections 
10  Pangerous Drugs veer 
14. Weapons or Explosives ‘ H 
12 Businesses or Assets Forfeited 30 All Other Potential Economic Léss Prevented (not falling in any 
20 All Other Recoveries (not falling in any category above) category above) i 2%, : 


*The case file must contain an explanation of the computation of the recovery value or loss prevented. den explanation airtel must accompany, this 
report if the recovery is $1 million or more, or if the PELP is $5 million or more. t ik 





‘ a 


= Subject Description Codes * ea teen eae 
- Enter Description Code Only When Rapocting a Conviction - . 
* Organized Crime Subjects: Union Members: 

1A Boss, Underboss or Consigliere 5A _ Intemational or National Officer 
1B Capodecina or Soldier ; §B Local Officer 
1C Possible LCN Member or Associate §C Union Empbyee 
1D OC Subject Other Than LCN Government Official Or Employees: 

Known Criminals (Other Than OC Members): 6A Federal - Elected Official 
2A Top Ten or I.O. Fugitive 6B Federal - Nonelected Executive Level 
2B Top Thief 6C Federal - All Other 
2C Top Con Man 6D State - Elected Official 

Foreign Nationals: : SE State - Nonelected Executive Level 
3A Legal Alien SF State - All-Other 
3B’ illegal Alien 6G Local - Elected Official 
3C Foreign Official Without Diplomatic Immunity 6H Local - Nonelected Executive Level 
3D U.N. Empbyee Without Diplomatic Immunity : 6J Local - All Other 
SE Foreign Students Bank Officers Or Employees: 
3F All Others 7A Bank Officer 

Terrorists: 7B Bank Employee 
4A Known Member of a Terrorist Organization All Others: ‘ 
48 Possible Terrorist Member or Sympathizer : 8A _ All Other Subjects (not fitting above categories) 


"Ifa sable can be classified in more than one of the categories, select the most appropriate in the circumstance. 





mnt Instructions 
¢ sa . 
Subject Priorities for FBI Arrest or Locates: 

A - Subject wanted for crimes of violence (i.e. murder, manslaughter, forcible rape, robbery and aggravated assault) or convicted of such crimes in 
the past five years. 

B - Subjects wanted for crimes involving the loss or destruction of property valued in excess of $25,000 or convicted of such crimes in the past, 
* five years. 

C - All others 


Claiming Convictions Other Than Federal: 
It is permissible to claim a local (state, county or local) conviction if the FBI's investigation significantly contributed to the successful local 


prosecution. A succinct narrative setting forth.the basis for claiming a local conviction must accompany this report. When claiming a conviction 
other than Federal, enter the word “LOCAL” in the “Conviction-Section” block, disregard the number of conviction counts, but enter the sentence 
in the appropriate blocks. Enter “LF” in the “In-Jail” block for all life sentences and “CP” for all capital punishment sentences. 


Reporting Convictions: 
Convictions should not be reported until the SBnignce has been issued. There are two exceptions to this rule. The conviction information can be 


submitted by itself if: : 
1. tne subject becomes a fugitive after conviction but prior to sentencing. 
2. The subject dies after conviction but prior to sentencing. 
An explanation is required in the Remarks section for either of the above exceptions. 

Rule 20 Situations: 
The field office that obtained the process (normally the office of origin) is the office that should claim the conviction, not the office where the 
sudject enters the plea in cases involving Rule 20 of the Federal Rules of Criminal Procedures. 

investigative Assistance or Techniques (IA/Ts) Used: 
-Since more than one IA/T could have contributed to the accomplishment, each IA/T must be.rated. 
-The IA/T used must be rated each time an accomplishment is claimed. (For example - if informant information was the basis for a complaint, an 
arrest, a recovery and a conviction and if separate FD-515s are submitted for each of the aforementioned accomplishments, the “Informant 
Information” block must be rated on each FD-515 even if it wes the same information that contributed to all the accomplishments.) 
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m Marc Rich threw a bash late last year to celebrate the open- 
ing of a new restaurant his company built across an alley from 
its blue-glass headquarters in Zug, the foggy Swiss town where 
Rich lives beyond the reach of a U.S. warrant for his arrest. Lo- 
cal politicians were among the guests who spooned oxtail soup 
and tapped their feet to tunes by an all-female steel, band. To 
his Swiss friends, who see Rich as more folk hero than fugitive, 


Rich expréssed high hopes that his legal make it tough to extradite them. 
troubles would soon end, and that Marc Rich Legal woes have taken-a heavy toll on the 
& Co. AG would endure in Zug as a model of business. Last summer the subsidiary oper- 
corporate citizenship. ating in the U.S. changed its name, from 
Marc Rich International to Clarendon, and its 
IS ELAN INTACT, Rich seems ownership, to exclude Rich and Green. But 
firmly in command in Zug. Across business evaporated anyway, and now the 
the Atlantic, he’s charged in one of U.S. branch of Clarendon is all but extinct. In 
B the biggest tax fraud cases inAmer- Zug, Marc Rich AG still does a brisk business 
ican history. The notoriety is bitter indeed in aluminum and other metals, but the com- 
for the nimble entrepreneur who—while re- _ pany has closed up shop in gold, sugar, grain, 
maining a mystery man outside the secretive and some other commodities. Oil trading, 
fraternity of traders—in less than a decade _ Rich’s specialty, is in a rut. Traders at major 
built a huge commodities trading empire that oil companies must carefully check all Rich 
challenged his archrival and alma mater, Phi- deals with their lawyers, a restriction that 
lipp Brothers. Rich and his partner, Pincus _ has chilled business, A few of Rich’s traders 
“Pinky” Green, along with their privately based in Europe have quit, and others are 
held Swiss parent company and a former talking about leaving. Sighs one of the de- 
subsidiary that operated in the U.S., have parted: “This company has gone through 
been indicted for violating now-defunct con- hell.” 
trols on oil prices to create $105 million in The torture includes fines of $50,000 a 
income, then shipping the profits offshore to day, dutifully delivered by messenger to a 
escape paying $48 million in U.S. taxes. Rich federal courthouse in twice-weekly install- 
and Green; both 49, also face charges of trad- ments, a ritual due to continue until the com- 
ing with the enemy for buying oil from Iran pany complies with a subpoena for docu- 
during the hostage crisis of 1980, After ments, or the court deigns to lift the fines. 
more than a year of legal wrangling that Marc Rich AG can probably afford to pay for 
spawned scores of headlines, and fumbling a while. According to Swiss tax records ob- 
attempts to foil the courts worthy of the tained by FORTUNE, the company had a net 
Keystone Kops, the trial is set for March. worth of more than $200 million in 1981, 
The two companies—and an oil trader Reliable accounts of Rich's rapid rise and 
named Clyde Meltzer who worked for Rich fall have been as elusive as the man himself, 
and was also indicted—will face a Manhat- Rich made the only known public utterances 
tan jury. But Rich and Green can’t be tri¢d of his 31-year career on a Swiss radio broad- 
unless they show up, a remote possibility. cast last September. Asked if he had good 
And a U.S. treaty with Switzerland will “contact” with the Swiss, he replied in 
Researcu Associate Louis S, Richman smooth German: “Not yet. Most people who Rarely one. ine Rich (eft i) and his 
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want to have contact with me are reporters 
or photographers.” Practically all of them 
failed. Yet FORTUNE has uncovered new in- 
formation that illuminates Rich's remarkable 
career. His success owes much to an espe- 
cially close relationship with William Ariano, 
formerly a top oil trader with Los Angeles- 
based Atlantic Richfield and now Arco’s vice 
president of crude trade relations. Besides 
purchasing Nigerian crude from Marc Rich at 


huge premiums during the oil shortage of . 


1979 and 1980, Arco—unwittingly, accord- 
ing to one of its lawyers—allegedly fed oil 
into a Texas “daisy chain” that further en- 
riched Rich’s trading company. ‘And as a sec- 
ond Rich daisy chain turned out profits al- 
leged by the government to be illegal, Arthur 
Andersen & Co. was the accountant for a key 
player in the chain, West Texas Marketing 
Corp. of Abilene, Texas. ‘An answer to a rou- 
tine question federal prosecutors asked prin- 
cipals of West Texas Marketing in 1981 may 
well have triggered the government’s inves- 
tigation of Rich. : 


» ORN IN BELGIUM in 1934, Marc 
was an only child who fled the Nazis 
with his European Jewish parents 
a and eventually settled with his fam- 
ily i in Mount Vernon, a comfortable suburb of 
New York City. Marc’s father, David Rich, 
had banking interests in Bolivia and was in 
the burlap-bag business, Marc graduated 
from Rhodes School in Manhattan, an expen- 
sive if not demanding private school, No 
great shakes in the classroom, he enrolled at 
New York University but never graduated. 
With the help of a Philipp Brothers trader 
who had done business with Rich’s father, 
Marc got a job in the mailroom at the firm’s 
headquarters in New York when he was 18. 
Over the next 21 years at Philipp Brothers, 





Rich proved a superb student-of the business’ 


he would later pursue on his own: purchasing 
commodities from producers such as mining 
companies and governments, then delivering 
cargoes to manufacturers and other custom- 
ers scattered around the globe. Philipp 
Brothers became Phibro in 1981, and the 
next year, following its purchase of the secu- 
rities firm of Salomon Brothers, was re- 
named Phibro-Salomon. But when Rich went 
there in the early 1950s, the firm was a tight- 
ly knit group of German Jewish immigrants 
who, like Rich, were short on diplomas and 
long on the work ethic. 

Rich quickly rose from the mailroom to 
the telex-driven world of the traffic depart- 
ment, and finally to a desk outside the office 
of a senior trader who made the young com- 
er his assistant. Rich helped trade tin and 
manganese, and carved out a niche of his 
own by specializing in mercury, a little-trad- 
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In 1973, when Philipp 
Brothers managers gathered 
to be photographed for the 
annual report, Rich and Green 
were conspicuously absent. 
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ed commodity used to make explosives and 
in thermometers. In trading, timing is often 
more crucial than pricing, and Rich’s timing 
was quicksilver. In the early 1950s, mercury 
prices sailed upward. 

Rich embarked around 1960 on a series of 
foreign assignments, After stints in Bolivia 
and Holland, in the mid-1960s he landed the 
post of office manager in Madrid. The Span- 
ish economy was buoyant, and the nation’s 
refiners hungry for oil, But the oil-trading in- 
dustry, as it has since evolved, did not exist. 
Producing countries sold yirtually their en- 
tire supply to major oil companies, which in 
turn traded mostly among themselves. In 
the late 1960s, however, producing nations 
began marketing oil to independent traders, 
and Marc Rich was a pioneer in the new 
business. He and Pinky Green, who 
operated from Zug, bought oil in the Middle 
East and sold it to Spain and other Mediter- 
ranean countries. Their dealings quickly 


established Philipp Brothers as a power- . 


house in oil. 

Their independent way of apeeatitig, how- 
ever, led to disagreements with top manage- 
ment that set the stage for a dramatic break 
with Philipp Brothers. On their own author- 
ity, Rich and Green made a deal in 1973 to 
purchase large quantities of Iranian oil. Ac- 
cording to one former Philipp Brothers offi- 
cial, the price was a near-record $5 a barrel, 
well over the spot price at the time. The deal 
terrified the top brass in New York, especial- 

‘ly since Rich and Green hadn't lined up a buy- 
er. Yet the market was on an upswing, and 
the two traders were betting that spot prices 
would keep rising. In a series of tense con- 
ference calls, Philipp Brothers executives 
urged Rich and Green to sell out of the con- 
tract in a hurry, Reluctantly the two traders 
found a buyer at a small profit. But they were 
angry, and with good reason. By year-end, in 
the wake of the October Arab oil embargo, 
spot prices had gushed to $13 a barrel. 

A similar tiff occurred a few months later 
when Rich and Green verbally agreed to buy 
an oil tanker. Again, top management inter- 
vened, forcing the traders to welsh on the 
deal. Nevertheless, Rich and Green had plen- 
ty to be pleased about. In 1973 their feverish 
oil trading made huge profits, Rich was con- 
sidered a crown prince, a likely successor to 
the aging European manager and eventually 
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to the firm’s head, a dynamo named Ludwig _ 
Jesselson. 

As a reward for their fabulous year, Rich 
and Green expected—and planned to fight 
for—fabulous bonuses. Philipp Brothers bo- - 
nuses weren't based on a formula, but were 
arrived at by negotiations between a trader 
and his boss. The tightfisted Jesselson had - 
the final say, As one veteran of sessions with ° 
him recalls, “He could rip you apart.” 

Ona trip to Zug in November 1973 Jessel- 
son closeted himself in heated negotiations 
with Rich and Green. The two traders de- 
manded a whopping figure. A former Philipp 
Brothers executive believes they wanted 
$500,000 apiece, a sum that: would have been 
unprecedented; most senior traders were | 
making about $100,000 a year, including bo- 
nus. The top managers in Europe learned the 
outcome when they gathered to be photo- 
graphed for the annual report. Rich and 
Green were conspicuously absent. A_stony- 
faced Jesselson announced: “Before the ru- + 
mors start, I want to say that Rich and Green 
asked for bonuses so high they would break 
our rules and traditions. They have separat- 
ed, It’s time to close ranks.” 
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ICH AND GREEN left immediately 
and within days’ persuaded three 
other Philipp Brothers traders to 
join them. The five founders set up 
shop in a cramped converted: apartment in ; 
Zug. The early trades were carefully hedged, . 
not that there was much choice. Initial capital 
was only $350,000, a nest. egg that one bad .. 
deal could crack. Three founders—Rich, . 
Green, and Alexander Hackel, a German citi- ~ 
zen who lives in Zug—are still the major 
shareholders of Marc Rich AG, ; 
Marc Rich AG ransacked its alma mater to | 
hire new traders, telex operators, and secre- . 
taries. In Zug the Philipp Brothers office was 
infected with what one of its former manag- . 
ers characterizes as “Richophobia.” Many of « 
the fears were justified, as Rich quickly be- 
came a formidable competitor with a world- : 
wide network of offices. In many cities, trad- ' 
ers recruited ‘from Philipp Brothers or ; 
another competitor simply moved down the ; 
street to open a one-man office for Marc Rich , 
AG. Business fell into two categories, metals ! 
and crude oil. In the mid-1970s Rich : 
snatched copper business previously con- 
trolled by Philipp Brothers in the Philippines. , 
Destined to become the biggest aluminum ' 
trader in the world, Rich started buying and : 
selling bauxite. And traders for Marc Rich! 
AG courted the oil-producing countries, par- ’ 
ticularly African and South American nations. . 
Rich and Green kept changing their home : 
base in the mid-1970s as they set up the com- : 
pany’s three main offices in Zug, London, and : 
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Described as a “business machine,” Rich is a family man too. 
Mare and the rest of the Riches—his wife, Denise, and daughters (from 
left in the large picture) Ilona, Danielle, and Gabrielle—posed together at 


a gathering not long ago. After a fancy meal (lower left), Mare is 
affectionately cheeky. The picture (upper left) with Danielle was probably 








ORE ag 


snapped near his Long Island, New York, beach house. ' 





Z ij a . 
New York.-In 1975 they spent six months in 
London, then moved on to New York, where 
a single trader had been working out of a 
‘spare office provided by Rich's. father. 
Though. headquarters stayed in Zug, Rich 
and Green moved to New York with their 
families and ran the business from offices on 
Park Avenue. . ‘ s 
. They were an unlikely twosome, Marc 
Rich, the smooth cosmopolite, and Pinky 
Green, the homespun Brooklynite. Fluent in 
French, German, Spanish, and English, Rich 
likes to live and dress well. In New York he 
and .his wife, Denise, whom he married in 


’ 


1966, lived in a vast, expensively furnished 
Park Avenue apartment. Perched in bed 
there, Rich could press a gold button to make 
a television rise, sesame-like, from a marble 
box. An excellent skier; he religiously takes 
to the slopes in St. Moritz for two weeks in 
December. Graced with a lighthearted sense 
of humor as a young man, Rich grew more 
dour as he grew older, And his pace of work 
grew even more relentless. “He was a busi- 
ness machine,” says one of his former trad- 
ers. Rich’s business day started no later than 
7 AM, and often stretched well into the eve- 
ning, He demanded crisp answers from trad- 





ers and. could snap sarcastically to end a 
windy discourse. : Z ‘ 

Like Rich, Pinky Green had spent much of 
his career abroad. The globe-trotting, how- 
ever, had little effect. While Rich resided on 
Park Ayenue, Green, who is deeply religious, 
chose to live in his childhood neighborhood 


- in Brooklyn near synagogues and kosher 


stores. He prefers to fly coach—standby if 
possible, “‘Why pay more?” he shrugs. “It’s 

the same plane.” ; s 
Rich and Green also had contrasting busi- 
ness talents, Rich supervised oil trading, hir- 
ing, and negotiation of salaries and bonuses. 
continued 
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He paid well: by the late 1970s top traders 
made about $500,000 a year, and some got 
stock as well. (Around 100 employees own 
Marc Rich AG shares, which must be cashed 
ip upon leaving the company.) Green, ‘nick- 
named “the Admiral" by some friends, han- 
dled finance and shipping. Virtually a walking 
data base of freight rates, he could make 
money by simply swapping identical cargoes 
on the high seas to capitalize on differences 
in charter prices. 


ROFITS WERE DAZZLING. In 
1979 and 1980, according to Swiss 
=" tax records, Marc Rich AG made a 

' tatal of $367 million pretax. The 
money flowed into big investments. In 1981 
a holding company 50% owned by Rich and 
_ his cqlleagues purchased Twentieth Centu- 
ry-Fox Film, whose.board members now in- 
clude former President Gerald Ford and for- 
mer Secretary of State Henry Kissinger. 
Rich's partner in the holding company was 





Marvin Davis, the Denver oil man, and for. 


many months after it bought the film compa- 
ny Rich’s involvement in the movies re- 
mained secret. He has never joined the Fox 
board, and Kissinger told FoRTUNE that he 
has met Rich only once, at a movie premiére. 

The bonanza of 1979 and 1980 was a re- 
ward for the company’s brashness in wooing 
producers. In the mid- and late-1970s Marc 
Rich AG secured long-term contracts for 
huge quantities of oil that would skyrocket in 
value during the oil shock of 1979. One big 
source was Nigeria. Another was Angola. Af- 
ter the Portuguese colonists had withdrawn 
from Angola in late 1975, major oil compa- 
nies were loath to deal with the new Marxist 
government. Undaunted, Rich made a deal to 
market the government’s oil. 

Already §ush with oil, Rich and Green got 


' their hands on even more because of the Ira- 


nian revolution—the same event that was 
choking off supplies for almost everybody 
else. In 1980 the U.S. barred American com- 
panies from virtually all trade with the Kho- 
meini government, which had itself banished 
U.S. and European companies as oil-trading 
partners, As a consequence, Iran was badly 
in need of new buyers. Marc Rich AG kept its 
office in Tehran, manned by a Frenchman 
who had to dodge bullets, In 1980, during the 
hostage crisis, the daring paid off with a big 
oil contract. But the U.S. government claims 
that the U.S. office of Marc Rich Internation- 
al broke the law in its trading with the Kho- 
meini regime. 

The turmoil in Iran gave monumental 
headaches to Atlantic Richfield, the seventh- 
largest U.S. oil company. By early 1979 the 
Iranian government had cut off oil to Arco, 
leaving the company short 200,000 barrels a 
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Former pi of West Texas Marketing 
Corp., David Ratli§. (top) and John Troland 
were key players in a “daisy chain” that allegedly 
created vast profits for Rich's companies. 


day——almost a fourth of what it needed to re- 
fine at full capacity. Arco trader Bill Ariano 
tried to strike a deal with Nigeria to make up 
the shortfall. When he had no luck, he turned 
to his buddy Marc Rich, After Rich left Phi- 


- lipp Brothers in 1973, Ariano quickly became 


his largest customer and a good friend. At 
one point Ariano’s telexes to Rich were 
signed Crude Bill” rather than the custom- 
ary “Crude Arco.” Ariano’s son Michael 


‘worked for Rich a few years ago. And Rich 


once invited Ariano and his wife, Jeanne, to 


Japan for the christening of a 42,000-ton 
tanker that would soon join the Marc Rich 
fleet. Its name: Billy Jeanne A, 

Arco prized Rich as a supplier, and put up 
with inconveniences inflicted by some of his 
decrepit tankers, One, the Mediterranean. 
Sea, once sailed into Arco’s Philadelphia ter- 
minal in sych dreadful shape that the compa- 
ny’s inspectors, calling it a fire hazard, made 
it leave the dock. Rich got away with this, 
and with erratic deliveries, says a former 
Arco employee, because of one overriding 
virtue; “If Rich said he had oil, he had oil.” 

But he never said it came cheap. For his 
precious Nigerian supply, Rich charged Arco 


staggering premiums. In 1979 he negotiated 


two contracts with Ariano to supply a total of 
40,000 barrels a day, For more than a third of 


those barrels, Rich exacted an $8-a-barre} — 


premium over Nigeria’s official price— 
around $24 at the time. For the rest'he 
charged a $5 markup. A second set of con- 
tracts signed a-year later fetched premiums | 
and commissions of $3 and $2.50. Over a 21- 
month period—which a former Rich trader 


: calls “the halcyon days”—-Rich sold Arco 27 


million barrels of Nigerian oil and collected 
almost $120 million in commissions and pre- 
miums. Though some of that may have gone 
to Nigerian suppliers, who reportedly were 


. sticking surcharges on top of the official 


price, it’s probable that by 1981 Rich’s com- 
pany had earned close to $100 million. Arco 
nonetheless believes it got.a good deal; the 
company notes that spat prices for oil like 
Nigeria’ s were higher than Rich’s price dur- 
ing most of the period. : 

As profits flowed into Zug from Nigeria, 
Angola, and Iran, Rich began to eye oil 
pumped in the U.S. The domestic oil patch 
was caught in a bewildering thicket of gov- 
ernment price controls. Introduced in 1973,- 
the regulations multiplied into a system de- 
signed to hold down the price of oil discov- 
ered before prices.shot up, and to make sure 
that refiners of all sizes had roughly the same 
access to that low-cost oil, commonly known 
as “old oil.” Producers could charge more 
for “new oil,” but. still far less than its true 
market value. Finally, ‘‘stripper oil’'— 
squeezed from wells producing fewer than 
ten barrels a day--escaped control altogeth- 
er, and was accordingly the most expensive. 

For many refiners, having the right mix of 
oil—old, new, stripper, and foreign-—-be- 
came an important, and entirely legitimate, 
consideration. Consequently, the number of 
oil trades increased exponentially. By the 
end of 1977 a whole sub-industry of resellers 
was flourishing in the business of trading 
these artificial tiers of oil. 

Not all the trades were legitimate. As a 
former Department of Energy lawyer puts it: 








“The stupid price regulations invited abuse 
from anyone with a telephone.” To abuse the 
rules profitably, a crooked reseller merely 


‘ had to relabel his controlled oil as stripper 


oil. Government auditors found it almost im- 
possible to catch the label switchers because 
by the time their suspicions were aroused 
the oil had already moved through a madden- 
ingly intricate series of transactions among 
dozens of resellers. 

In 1978 West Texas Marketing Corp. was 
formed and joined the sub-industry of resell- 
ers. Near the end of the year WTM landed its 
first big deal: a contract with Marc Rich In- 
ternational in New York, won through an old 
business tie between a trader in that office 


and WTM’s gung-ho chairman, John Troland. 


Marc Rich International helped the young 
company grab other business by introducing 
Troland and his partner, David Ratliff, to Cie 
Financiére de Paris et des Pays-Bas, a big 
European bank that had long financed some 
of Rich’s business. Within two years WTM 
was churning over $2 billion of oil trades a 
year on an average daily volume of over 
300,000 barrels. Rich represented perhaps 
10% of the business. 


\ 





HAT DID’ RICH GET out of 
this? The government claims 
that he sold controlled oil to 
WTM, then repurchased it as 
stripper oil—but well below the market price 
for stripper—after it had been spun around a 
chain of resellers. Each reseller, beginning 
with WTM, tacked on a markup of 25 cents 
to 50 cents a barrel, then sold it to Someone 
else in the chain. Along the way one of the 
brokers relabeled the oil and took a much 
bigger markup than the others for doing so. 
But the big profits were reserved for Rich’s 
company, Once stripper oil was in its hands, 
it could be sold for whatever the market 
would bear. In 1980, when some controlled 
oil went for about $7 a barrel, Rich could 
have made more than $25 a barrel. 

* Through mid-1980 Marc Rich Internation- 
al bought and supplied the oil that was alleg- 
edly funneled into and out of illegal daisy 
chains. But later in the year, sources close to 
the transactions believe, Rich or someone at 


. his company asked Arco to sell controlled oil 


to WTM: Arco and WTM had been trading 
with each other since 1979. But oil pur- 
chased under the new arrangement was 


. deemed—by Rich and WTM, at least—to be 


special, According to the same sources, 
it was handled just like the oil Rich had 
earlier furnished himself: it emerged from 
the daisy chain as stripper oil and was resold 
to Marc Rich International. An attorney for 
Arco—to whom FORTUNE was referred 
when the company’s chairman, Robert O. 


, 


There is no evidence that 
Arthur Andersen & Co. saw 
anything fishy about West 
Texas Marketing’s sale of 
stripper oil to Rich at 

prices far below market. 


Anderson, declined an interview—confirms 
that Arco did business with WTM from 1979 
to 1982, but says he doesn’t think Rich ar- 
ranged any of that business. He adds: “I fur- 
ther believe that our people didn’t under- 
stand that there was any relationship be- 
tween Rich and West Texas Marketing until 
the indictment.” 

Oil sold by Arco to WTM may well have 
made up the bulk of the oil WTM allegedly 
dumped into daisy chains on behalf of Marc 
Rich International. Moreover, the indictment 
says Rich and Pinky Green arranged for Arco 
to sell 18 million barrels of controlled Alas- 
kan crude to a second daisy-chaining resell- 
er, Houston-based Listo, Petroleum. Accord- 
ing to the government, the Alaskan oil 
accounted for most of the daisy chain profits 
that Listo earned for Rich. (Clyde Meltzer, 
the trader indicted with Rich and Green, 
worked for Listo before he joined Rich.) 

The Arco lawyer emphatically denies that 
the company was “daisy-chaining with Rich, 
or anyone else.” He also says Arco had no 
knowledge of what was happening to any 
controlled oil it sold, and that the huge sale to 
Listo was made to get rid of excess inven- 
tory after demand unexpectedly softened in 
1980, But a former Arco employee says that 
in the fall of 1979 an Arco pipeline employee 
suggested that Arco oil was being spun 
around illegal daisy chains, The source says 
he sent his boss a memo, based on informa- 
tion from the pipeline employee, asserting 
that.oil in an Arco’ pipeline had been bought 
and sold.by as many as 16 companies during 
the same month, only to be repurchased in 
some instances by Arco. The Arco lawyer 
says he knows of no such memo, and main- 
tains that it would have been impossible for a 
pipeline employee to determine whether the 
trades were illegal or not. 

At approximately the same nie WTM 
was apparently using Arco oil as a substitute 
for Rich’s supply, Marc Rich International 
was allegedly putting in place a second 
scheme that would become the basis of the 
government’s tax fraud case against Rich and 
Green. The new deals, according to the in- 
dictment, had two distinct parts. As before, 
WTM would sell controlled oil into a daisy 
chain and take it out as uncontrolled stripper 





oil. But rather than sell Marc Rich Interna- 
tional the transformed oil at below-market 
prices, WTM would take the big markup and 
sell it at full value. WIM didn’t keep the 
profits, however. Instead, it put them in a 
“pot” belonging—though there was no writ- 
ten agreement—to Marc Rich International. 
As profits accumulated in the pot, a second 
set of transactions was used to drain them 
away, and to shunt them outside the domain 
of the Internal Revenue Service. This in- 
volved setting up what looked like .money- 
losing deals for West Texas Marketing. 
Typically they went like this: Marc Rich AG 
over in Zug would sell oil to WTM at the 
market price; then WTM would sell the same 
cargo to another company—a Panamanian 
subsidiary of Marc Rich AG named Rescor— 
for below-market rates. The loss generated 
by this odd maneuver was charged to Rich’s 
pot—no problem for him because Rescor 
could sell the cheap oil at the market price 
for a profit approximating the pot’s loss. The 


Feds say these were sham transactions de- .*” 


signed to defraud the IRS by siphoning the: 
profits out of the U.S. 

‘One might conjecture that so many inex- 
plicable transactions would give WT'M’s au- 
ditors nightmares. But Arthur Andefsen’ & 
Co., the Big Eight firm that was WT'M’s ac- 
countant from 1978 until early 1981, doesn’t 
seem to have found the experience particu- 
larly memorable. Arthur Andersen audited 
WTM's financial statements every quarter 
from 1978 through the first quarter of 1980. 
The government contends that Rich was en- 
gaged in illegal daisy-chaining with WTM in 
that 1980 quarter, yet there is no evidence 
Arthur Andersen saw anything fishy about 
WTM’s sale ‘of stripper oil to Marc Rich In- 
ternational at prices far below market. 


FTER THE FIRST QUARTER of 
1980, WTM’s outside lawyers de- 
cided that WTM’s books for earlier 
: periods should be gone-over again, | 
taking into account new interpretations of 
Energy Department rules. That appears to 
have slowed up work on auditing later quar- * 
ters, and an Arthur Andersen spokesmah 
says the two partners on the account, whom 
he won't identify, can’t recall how much 
work was done on the books for the last 
quarter of 1980, when WTM was allegedly 
taking those losses on the Rescor business 
to drain the pot. Neither partner, says the 
Arthur Andersen spokesman, “remembers 
any detailed discussions about Rescor,” and 
in any case, the spokesman says, the firm 
never certified the accounts for periods in 
which there were Rescor transactions. 
WTM ended 1980, its last good year, with 
a bang. To celebrate their good fortune, Tro- 
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Mare Rich AG employees, or anybody else, can duck into this 
restaurant the company built across the alley from its headquarters in 
Zug. Named the Glashof (glass house), it offers an eclectic menu of kosher 


and vegetarian dishes, as well as Swiss specialties. At its opening last 
November, guests sipped champagne and dined on fish from a nearby 
lake, while an artist recorded her impressions of the festivities. 





land and Ratliff paid themselves more than 
$750,000 apiece and showered their employ- 
ees with money. At year-end the two threw a 
Christmas bash at the Abilene Country Club 
for all 100 employees. The company's two 
Learjets were sent to fly in out-of-town trad- 
ers and their families for the party, Gifts 
were passed around to all the employees! 
kids, and to Troland and Ratliff. Troland got 
an ostrich-leather jacket and matching cow- 
hoy boots; Ratliff got a dune buggy. 

A month or so later the company began to 
unravel. About a week after he took office, 
- President Reagan did away with price con- 
trols on domestic crude, Many oil resellers 
* collapsed immediately. WTM quickly began 


‘to wind down deals that had been pegged ” 


strictly to.the price tiers. In March, Justice 
_ Department lawyers charged that Troland 
and Ratliff had been: involved in a 1979 
scheme—separate from their dealings with 
Rich—to recertify controlled oil. By mid- 
April, after they had pleaded guilty and were 
sentenced to 14 months in prison, all that re- 
mained of WTM’s association with Marc 
Rich was the matter of haw much money was 
left in the secret profit pot. ~ 

In January the two firms had begun trying 
to piece together the answer to that ques- 
tion. The records were hopelessly muddled, 
Some crucial details didn’t seem to be there 
at all. On April 30, just a few days before he 
and Ratliff were due to begin serving their 
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sentences, Troland and an associate flew to 
New York to settle up, They allegedly hag- 
gled with Rich over how much was left in the 


Pot, then split the difference. 


MONTH LATER Troland and Rat- 
liff were flown to Washington to be 
questioned by the same govern- 

: Ament lawyers who had successfully 
prosecuted them. Several weeks later they 
took another free trip out of jail, this time to 
Houston for more of the same routine ques- 
tioning on the oil-reselling industry. Toward 






‘the end of the second day, in a suite at a 


Houston hotel, one of the government law- 
yers asked if WTM had ever held money for 
another company, a common practice in 
schemes to evade taxes. The two Abilene oil- 
men wondered aloud whether the Rescor 
deals they had done with Rich qualified. The 
next day they were back at a federal prison 
camp in Big Spring, Texas, unaware that 
they had probably triggered one of the big- 
gest tax fraud cases ever, 

In October 1982 word leaked out about a 
grand jury investigation into Rjch’s business, 
The probe led to subpoenas for thousands of 
documents. Marc Rich AG flatly refused to 
comply, arguing first that as a Swiss compa- 
ny, it was beyond the authority of a U.S, sub- 
poena. After the U.S. courts threw out that 
argument last May, the company cited a gec- 
ond reason for hanging on to the documents: 





Swiss secrecy laws;.banned it from handing 
them over, : é 

Convinced that Marc Rich AG was deter- 
mined to thwart the subpoena, the-U.S. goy- 
ernment began turning the screws last sum- 
mer, The courts first slapped on fines of 
$50,000 per business day that have so far 
cost over $8 million. Marc Rich AG fought 
back with surprisingly inept maneuyers. In 
July, Rich and Green, apparently trying to 
shake the sanctions, secretly sold Marc Rich 
International to their Zug partner Alexander 
Hackel, who renamed it Clarendon. After 
that, the court froze Clarendon’s bank ac- 
counts in the U.S. Mare Rich AG finally 
agreed to hand over the records in August. 
But the calm was soon shattered when cus- 
toms agents seized Swiss-bound steamer 
trunks full of company documents from a 
runway at Kennedy Airport, 

The incidents raised furors on both sides 
of the Atlantic, for different reasons. Many 
Swiss depend for their livelihood on the busi- 
ness generated by Swiss secrecy laws. The 
Swiss government warned that Marc Rich 
AG would violate those laws if it turned over 
the documents, and it denounced U.S. au- 
thorities for strong-arming the company to 
do so. The surrealistic crescendo came just a 
week after the trunk caper. Swiss authorities 
descended on Marc Rich AG’s Zug headquar- 
ters and carted away documents ostensibl 
wanted by the U.S. grand jury, - ; 
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The wrath of the U.S. courts was rivaled. 


by that of the banks—major players in the 
destruction of Marc Rich International in the 
U.S. All trading compariies need large 
amounts of short-term credit, and Rich’s was 
no exception. In 1982 the U.S. operations 
had approximately $1 billion in bank credit 
lines, The lenders became skittish shortly af- 
ter word of the investigation began circulat- 
ing in late 1982, Chemical Bank struck the 
first blow in January 1983, when it crossed 
Marc Rich International off its list of custom- 
ers. By spring Manufacturers Hanover had 
followed suit, and Chase Manhattan demand- 
ed a substantial reduction in its loans. The 
remaining creditors were in for some sum- 
mer shocks. They learned that their borrow- 
er had new owners and a new name more 
than a week after the sale. In September, 
Clarendon had the gall to ask lenders to con- 
vert their lines of credit to a revolving $250- 
million credit, an arrangement that would be 
more secure for the company. When the 
bankers demanded _.extra guarantees, Claren- 
don abandoned the idea. Business shrank 
along with borrowings, which plummeted be- 
tween January and October from $1 billion to 
$130 million. The knockotit punch landed in 
September, when the IRS froze $90 million 
of the company’s U.S. assets, including the 
stake in Twentieth Century-Fox. 


ICH AND GREEN watched most of 

the horror show:.from Zug, where 

they had moved with their families 

by July. They face the challenge of 

preventing a U.S.-style stampede by their 

European banks and holding onto demoral- 
ized traders. 

Then there is the question of their own fu- 

ture, hinging on whether they will stand trial. 


At the moment, chances for extradition ap-. 


‘ pear slim. Neither tax evasion nor dealing 
with the enemy is an extraditable offense in 
Switzerland, though the third charge, tax 
fraud, can be. As a second line of defense, 
Rich and Green have claimed citizenship in 
‘other countries, from which their extradition 
might be even more difficult. Rich is a Span- 
iard, and FORTUNE -has learned that Brook- 
lyn-bred Pinky Green is now a Bolivian. 
Their empire may be far smaller than it was a 
year ago, but to nobody’s surprise, they're 
still trading. ’ 


8 If two people ever had what it takes to suc- 
ceed without breaking the law, they were 
Marc Rich and Pinky Green. Their troubles 
appear to stem less from greed than from a 
reckless insistence on playing by their own 
rules and treating those of others, such as 
the U.S. government, as if they were just an- 
_other commodity to be negotiated. Gg 





yr A A, SEH MS MeN YD T.?® es 
. me Se ge 
aa 3 3 





Inside Business, 
I'm Wiliam S. Rukeyser. 


Each week, FORTUNE iansiti 
Editor William S. Rukeyser delivers FOR- 
TUNE to millions of people. People who 
listen to Inside Business, an informative 
CBS-syndicated radio series. 

In 90-second segments, Inside 
Business takes you behind the scenes to 
probe a variety of timely and fascinat- 
ing subjects. 

You'll learn about successful 
marketing strategies and discover new 


Baltimore, Md. 
Boston, Ma. 
Bryan, Tx. 
Buffalo, N.Y. 
Chicago, Il. 
Columbia, S.C. 
Denver, Co. 
Detroit, Mi. 


Naples, Fl. 


Portland, ‘Or. 
St. Louis, Mo. 


Los Angeles, Ca. 


New York, N.Y.. 
Philadelphia, Pa. 


. ; WCBS 


St. Maarten; NWI.’ PJD2 
Salt Lake City, Ut. 


fechnolostcs breakthroughs. You'll 


‘pick Up insights on economic trends as 
and: changing international trade. 


policies. 

You'll go behind closed doors 
and into the world of mergers, acquisi- 
tions, and high-stakes investments. 

You'll hear both sides of corpo- 
rate power struggles. And more. 

Today, Inside Business reaches'23 
major markets, Listen for it in: 


KNX San Antonio, Tx. 

WNOG San Francisco, Ca, 

San Juan, PR. 
WCAU Seattle, Wa. 

* KXL Topeka, Ks. 

" KMOX  * Toronto, Canada 

* (45 stations) 

KDYL Washington, D.C. 





Inside Business: 90 seconds of 
topical news and views presented by FORTUNE. 
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i N By The Associated Press . 
A Federal judge ruled yesterday 

| that Mare Rich & Company of Switz- 

+ erland must continue to pay a $50,000 

’ daily fine that has already cost the 

: ae commodities trader $10 mil- 
ion. ‘ 

: Peter L. Zimroth, an attorney for 


:.’ Marc Rich, said the decision would be 


' * appealed, 
;., The fine was imposed last June 29 
t because the company failed to re. 
lease financial papers subpoenaed by 
,@ Federal grand jury. The company 
Was indicted for a scheme to evade 
* $48 million in taxes on illicit oil-trad- 
- ing profits. Prosecutors say the inves. 
, tigation is continuing. 
.- Federal District Judge Leonard B. 
Sand rejécted the company’s argu- 
'» ment that it is unable to release the 
documents without breaking Swiss 
iGovernment orders, Switzerland 
- Seized some Marc: Rich papers last 
| {year to investigate whether disclo. 
; Sire would violate secrecy laws. 
| +. Lawrence B, Pedowitz, Assistant 


THE NEW YORK TIMES, SATURDAY, JAN Ease Ie 





‘Marc Rich’s Fine Continued 


‘United. States Attorney, said that the 
United States and Switzerland were 
still negotiating access to the papers, 
but that there had been no progress. 

. The judge suggested that the United 
States take ‘“‘a positive step” by-ask- 
ing for the papers under an interpa- | 

ty, as the Swiss have re- - 
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ON SEPTEMBER 19, 1983, THE GRAND JURY FOR THE SOUTHERN DISTRICT 
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FROM : ADIC, NEW YORK (196A-1774) (P) (M-1) 
SUBJECT. MARC RICH - FUGITIVE; 
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TAX EVASION ‘ 
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ReNYtel to Director, 2/3/84. 


Enclosed for. the Bureau is one envelope containing five 
envelopes each containing two photographs of MARC RICH on the 
cover of Fortune Magazine, two photographs of MARC RICH and 
PINCUS GREEN on page 45 of Fortune Magazine and two photographs 
of the Armed Forces Fingerprint Record of PINCUS GREEN. 


REQUEST OF THE BUREAU 


; The Bureau is requested to disseminate contents of each 
envelope to the following Legats: Bern, Bonn, London, Paris and 
Rome. 
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MARC RICH & CO. INTERNATIONAL, LTD.; aka 
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ReBbuteletype to New York, 1/16/84; NY FD-515 to the 
Director, 10/31/83; and NY teletype to Director, 10/20/53. 
In the above referenced FD-515, Kew York claimed a 
recovery of $22,000,000.00. The following will explain how actions 
of the Federal Bureau of Investigation (FBI) lead to the 
YECovery 
On 9/30/83, Assistant United States Attorney (AUSA) 
~ Southern District of New York (SDNY) advised : 
that thé Internal Revenue Service (IRS) declared a jeopardy BS 
assessment on Marc Rich & Co. International, Ltd., also known as ae 


(aka) "Clarendon A. G., in the amount of $90,000,000.00. This 
represents back taxes, penalties, and interest. As of 16/19/83, 
the IRS collected $22,000,000.00, and to date have collected in 
excess of $97,000, O00. 00. 
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If it is eventually found "Clarendon" does not owe 
additional taxes, or a third party (a bank) has perfected a 
security interest in the money collected, the government would be 
required to return the money to its rightful owner. 


' The IRS can declare jeopardy assessments when it 
believes ultimate collection of a tax levy might become doubtful. 
In this case, jeopardy assessment was declared because of a pattern 
of evasiveness and concern "Clarendon" might become insolvent. 


The collection of $22,000,000.00 by the IRS arose 
out of a 51-count RICO indictment filed on 9/19/83, to which 
the FBI contributed substantially. The FBI investigation disclosed 
a scheme to defraud wherein a myraid of wire transfers were 
utilized by captioned to transfer offshore illegally generated 
oil profits on which United States taxes were not paid. 
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2. Copy of LHM explaining case suitable for dissemination by 
Llegats to local law enforcement. 


Request of the Bureau. 


Disseminate envelopes to Legats Bern,Bonn ,London, Paris, 
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UNITED STATES DEPARTMENT OF JUSTICE 
FEDERAL BUREAU OF INVESTIGATION 


New York, New Yo 


February 2h, indi PLL INFORMATION CONTAINED 
ricREIN 1S UNCLASSIFIED 


MATE_2-2t-o1 B 


Mark Rich - Fugitive; b6 
incus = Fugitive; b7c 


Marc Rich and Company, A.G.; 

Mark Rich and Company International, Ltd., 
aka Clarendon A.G.; 

Racketeer Influenced and 

Corrupt Organization; 

Income Tax Evasion; 

Mail Fraud; 

Wire Fraud; 

Trading with the enemy; 


On September 19, 1983, a Federal Grand Jury in New York, 
New York, returned a 51 count indictment against Marc Rich, 
Pincus Green, Clyde Meltzer, Marc Rich and Company A.G. (AG) and 
Marc Rich and Company International, Ltd., also known as (aka): 
Clarendon Ltd. (International.), for violating the Racketeer 
Influence and Corrupt Organization statue (RICO). The pattern of 
racketeering included oil trading with Iran during the hostage 
crisis, evasion of part of International's 1980 and 1981 Federal 
Income Tax liability and use of interstate wire facilities and 
the United States Mail Service to defraud the Internal Revenue 
Service, the Department of Energy and the Office of Foreign 
Assets Control of the Department of the Treasury. 


Marc Rich and Pincus Green are United States citizens 
who in 1974 formed Marc Rich and Company A.G. AG is a Swiss 
corporation which engages in the world wide business of trading 
commodities including crude oil. AG trades an annual volume of 
ten billion dollars, sixty percent of which represents oil 
trades. AG has a wholly-owned subsidiary, Marc Rich and Company 
International which has a branch office in the United States 
named Marc Rich and Company International. Until the Summer of 
1983 Marc Rich and Pincus Green ran the oil trading activities of (3 
A.G. and International from International's office in 72 
City, New York. 
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Mark Rich - Fugitive; 
Et Al; 


The subjects are charged with concealing in excess of 
one hundred million dollars in taxable income from crude oil 
deals of International by diverting the income through sham 
transactions to AG a foreign corporation which does not file 
United States income tax returns. As a result of this 
concealment the defendants are charged with deliberately 
understating International's taxable income in excess of 48 
million dollars. The investigation is being continued by the 
Internal Revenue Service (IRS) with a possibility of a 
superseding indictment raising these figures from 100 million to 


-200 million and 48 million to 100 million. 


The subjects are also charged with purchasing 
approximately 6,250,000.00 barrels of crude and fuel oil from the 
National Iranian Oil Company, an entity of the Government of 
Iran. The oil purchases which exceeded $200,000,000.00 were all 
made after the November 4, 1979, seizure of the American Embassy 
in Teheran and after it had been declared illegal for American 
citizens to trade with Iran. Marc Rich and Pincus Green were 
American citizens at the time. In these deals United States 
banks were unwitting used by the subjects to transfer over 200 
million United States dollars out of the United States to the 
National Iranian Oil Company to pay for the crude oil purchased 
by AG. At the time there were tight restrictions against the 
transfer of any funds to Iran by American citizens or United 
States banks. 


The specifics of the charges are that | © International 
purchased barrels of o1i1 of which the retail price.was controlled 
by the Department of Energy. These barrels were of oil produced 
in the U.S. International then resold these barrels of oil to 
numerous oil resellers. During this resale process the oil 
barrels were certified as being oil produced in foreign countries 
and thus not subject to any resale price control by the 
Department of Energy. International then repurchased the same 
oil from these resellers and was able to sell the oil at a much 


‘higher price then previously allowed. International reaped huge 


ijllegal profits from the scheme. 


tg x 














Mark Rich - Fugitive; 
Et Al; 


Eventually the subjects recognized that having 
International earn the huge illegal profits by selling the 
falsely certified uncontrolled barrels, meant that International 
would pay a large amount of Federal income tax on the illegal 
profits. The subjects devised a scheme whereby third party oil 
resellers such as Clyde Meltzer of Listo Pertroleum in Houston, 
Texas, and West Texas Marketing in Abilene, Texas, would 
ostensibely sell the falsely certified uncontrolled barrels to 
International at the high market price. In fact it was secretly 
agreed that. the huge profits created by the difference between 
the control price and the high market price actually belonged to 
International and. would be recorded on the books of Listo and 
West Texas Marketing where they.were referred to as profit pots. 
The subjects then set up sham oil transactions in which Listo 
Pertroleum and West Texas Marketing would lose predetermined 


_ amounts of money to AG and its foreign subsidiaries, thereby 


moving International's illegal profits off shore to foreign 


‘corporations including AG that paid no Federal income tax. In 


addition, as part of the scheme the subjects arranged more than 
$33,000,000.00 in fraudulent deductions for the defendant 
International by fabricating transactions and creating false 
invoices between AG and International obstensibly relating to 
offshore oil deals between AG and Charter Oil Company, Bahamas, 
and between International and Rescor, an offshore company. 


Marc Rich age 49, formerly of Manhattan, New York, and 
Long Beach, New York, and Pincus Green age 49, formerly of 
Brooklyn, New York, have apparently fled the U.S. and are 
presently residing in Zug, Switzerland. Clyde Meltzer age 38 is 
presently a resident of New York. Information has been received 
that Marc Rich has sought to renounce his American citizenship in 
favor of Spanish citizenship. 


Trial is set for March, 1984, at this point. 
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The following is a summary of charges: 


Defendant 


Marc Rich 


Pincus Green 


Counts and Violation 


1, Racketeering Conspiracy 
2, Racketeering 


3 and 4, Tax evasion 
5 to 43, Mail and wire fraud 


44 to 51, Trading with enemy 


1, Racketeering Conspiracy 


2, Racketeering 


3 and 4, Tax evasion 


5 to 43, Mail and wire fraud 


44 to 51, Trading with enemy 


a 


welline 








Maximum 
penalties per 
count 


20 years and 
$25,000.00 fine 
and RICO |, 
forfeitures 


20 years and 
$25,000.00 fine 
and RICO 
forfeitures 


5 years and 
$10,000.00 fine 


5 years and 
$1,000.00 fine 


10 years and 
$50,000.00 fine 


20 years and 
$25,000.00 fine 
and RICO 
forfeitures 


20 years and 
$25,000.00 fine 
and RICO 
forfeitures 


5 years and 
$10,000.00 fine 


5 years and 
$1,000.00° fine 


10 years and 
$50,000.00, fine 








Mark Rich - Fugitive; 
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Clyde Meltzer 


Marc Rich and 
Company AG 


Marc Rich and 
Company 
International Ltd. 


1, Racketeering Conspiracy 


2, Racketeering 


3 and 4, Tax evasion 


11 to 28, mail and 


Wire fraud 


1, Racketeering Conspiracy 


2, Racketeering 


5 through 43, mail and 


wire fraud 


1, Racketeering Conspiracy 


2, Racketeering 


3 and 4, Tax evasion 


5 through 43, Mail and 


wire fraud 


=—5 * 





20 years and 
$25,000.00 fine 
and RICO 
forfeitures 


20 years and 
$25,000.00 fine 
and RICO 
forfeitures 


5 years and 
$10,000.00 fine 


10 years and 
$50,000.00 fine 


$25,000.00 fine 
and RICO 
forfeitures 


$25,000.00 fine 
and RICO 
forfeitures 


$1,000.00 fine’ 


$25,000.00 fine 
and RICO 
forfeitures 


$25,000.00 fine 
and RICO 
forfeitures 


$10,000.00 fine 


$1,000.00, fine 
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DISSEMINATE CONTENTS OF THIS TELETYPE TO LEGATS 


BERN AND BONN. 


USE EXTREME CAUTION IN DISSEMINITING INFORMATION 


TO INDIVIDUAL OUTSIDE THE FEDERAL BUREAU OF INVESTIGATION. 
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INFORMATION FROM SOURCE IS OF A HIGHLY SINGULAR NATURE 
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Assistence o Techniques Used 







TO: DIRECTOR, FBI & 196-2848 


Bureau File Number 


196A-1774 


Filed Office File Number 


Were any of the investigative assistance or techniques listed below used in connection with accomplishment 
being claimed? X] No [] Yes - lt! Yes, rate each used as follows: 
1 = Used, but did not heip 

2 = Helped, but onty minimaty é 
3 = Hebed, substantially 6. Show Money Ratng 
4 = Absolutely essential Usd 


1. Acctg Tech Rating! 6. ELSUR- Rating}11. Lab Div Ratingii7. § . 
Assistance Title Ill Field Support Sqd Asst 
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ee ¥A& ADIC, New York 















MARC RICH-FUGITIVE 
















b6 7, 2. Awcratt 7. Hypnosis 12. Pen 18. SWAT Team 
b7C c Rich Assistance Assistance Registers Action 
E Co-K-G. Marc Rich & B-rxssegrapen.. [teams | saan [commer [cee | 
A nal Tta other Federal Agency °*) tance Assistance ge Records 
Co. Internatio ' ° operation. 4. Consensual 9. informant 14. Polygraph 0. Undercover 
aka Clarendon A.G. 0 * X11 case involves Monitoring Information Assistance Operation 
| SOUR RON OF 8 Pure 10. Lab Div 16. Search Warrants 21. Vieual invest - 
RICO-FEW-ME-TAX EVASION siagifeia'tite [P Fec"” | cease [some | 










An ATH THE ENEMY OO:NY 
A. Preliminary Judicial Process D. Recoveries, Restitutions, Court Ordered Forfettures or Potantial Economic Loss Prevented (PELP) 


(Number of subjects) 
PELP Type 
B. Arrests, Locates, Summonses Subdlect Priority (See Reverse) : R aie 


& Subpoenas (No. of subjects) ee Te 



























FBI Arrests - 
FBI Locates - 






Number of Subjects of FBI Arrests Who Physically Resisted - 
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This information was provided by the FBI to the 
United. States Attorney's Office, Southern District of. 
New York and a joint investigation was commenced in the 
fall of 1981 by the FBI, the Internal Revenue Service and 
the United States Customs Service. * 


During the course of the investigation, a 
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SHO BE CONSIDERED ARMED AND DANGEROUS. 


FBIHQ IS REQUESTED TO DISSEMINATE TO LEGATS, BERN AND BONN. 
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INFORMATION prom[ sits OF HIGHLY SINGULAR NATURE (8). (1) 
OSURE WOULD REVEAL SOURCE'S IDENTITY 
IS A HIGHLY PLACED INFORMANT 
WHOSE IDENTITY, IF REVEALED, WILL POSITIVELY LEAD TO 
PHYSICAL DANGER TO SOURCE AND HIS FAMILY. 
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each of you appear and attend before the GRAND INQUEST of the body of the people of the 
United flates of Amerien for the Southers Distriel of New York, ata District Court, to be held 
at Roan t 03 dn the United States Courthouse, Foley Square, | in tha a ee ee 
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on te park ot the United States, and not to depart the Gourt without leave thereof, or of the 
Unilexel States Attorney, 


And for failure lo attend you will be deemed guilty of contempt of Court and Hable to penalties 
. Of the law. 
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cach of you appear and attend before the GRAND INQUEST of tha body of the people of the 
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Title 26, United Statea Code, Section 7201 
Title 18, United States Code, Section 371 


on the part of the United States, and not to depart the Court without leave thereof, or of the 
Uniled States Attorney. 

And far failure lo attend you will be deemed guilly of contempt of Court and liable to penalties 
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CONSIDERED ARMED AND DANGEROUS. 
REQUEST OF THE BUREAU. 


DISSEMINATE CONTENTS OF THIS TELETYPE TO LEGATS BERNS AND BONN. 


ADMINISTRATIVE 


NY SOURCE C30) — 
b7F 


THIS INFORMATION IS SINGULAR IN NATURE AND HIGHLY CONFIDENTIAL 
AND SHOULD NOT BE DISSEMINATED OUTSIDE THE FBI IN ORDER TO PROTECT 
THE IDENTITY OF THE SOURCE. 
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and singular in nature, any disclosure would endanger source's 
life. 
The above-mentioned information was brought to the b6 
attention of SA bic 
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Marc Rich Loses on Data Plea 


By. ARNOLD H. LUBASCH 


A Federal judge rejectéd a-defense 
request yesterday for an extensive or- 
der to restrict information about the 
tax-evasion case involving com- 
modity trading by the Marc Rich 
companies. 

At a hearing in Federal District 
Court in Manhattan, defense lawyers 
sought an unusually broad order to 
prevent the Government from dis- 
closing information about the case. 
The request was rejected by Judge 
Shirley Wohl Kram, who will.conduct 
the criminal trial, which is scheduled 
to begin in a few weeks. 

Judge Kram, describing the de- 


_ fense’s proposed order as “overly ; 


‘ broad” and unnecessary, declared’ | 


| that existing court rules were suffi- 


. cient to protect the rights of the de- 


fendants. 


main Rich company, accused’ Fed- 

eral prosecutors of making prejudi- 
' cial statements. He argued that the 
: Judge should impose a court order re- 
Straining public comments by the 
prosecutors and all Government 
agencies. 

Rudolph W. Giuliani, the United 
: States Attorney in Manhattan, told 

the judge that Mr. Rich and his prin- 
: cipal partner were unhappy about 
_ publicity concerning the charges 
' against them, but “that’s scarcely a 

reason to trample on First Amend-, 

ment rights.” 


John J. Tigue Jr., a lawyer for the | 


Mr, Giuliani stressed that it was the ° 


actions of the defendants that had 
generated publicity in the case. He 
noted that Mr. Rich and his partner 
became “international fugitives,” 
that their company paid $11 million in 

. fines for disobeying court orders to 
turn over documents and that efforts 
were made to ship “‘a steamer trunk 
filled with documents under subpoe- 

_ na” ta Switzerland. 

SETLIST LATTE ELL IEE OTE 


b= = 


The case, which includes charges 
that Mr. Rich and his associates con- 
cealed more than $100 million in tax- 
able income on crude-oil deals, has 
been described by prosecutors as 
“the largest tax-evasion scheme ever 
prosecuted.” 

Mr. Rich and his principal partner, 
Pincus Green, are defendants in the 


_ case, but they remain fugitives in 


Switzerland. The defendants in the 
trial include an associate, Clyde Melt- 


— 


ne 


Tes 


LL INFORMAT 


HEREIN IS UNCLES 
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SN 


zer, as well as two key companies — | 
Marc Rich & Company A.G., the 
Swiss trading concern, and a "New 
i trading arm called Clarendon 
Lt 

The Government’s opposition tothe 
move was supported by lawyers for 
several news organizations, including 
Michael B. Mukasey, a lawyer for 
Dow Jones, who argued at the hear- 
ing and submitted a letter that was’ 
joined in by The New York Times. 
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"* FD-360 (Rev. 5-8-81) 
Arco Fires 3 Aides — 
Who Were Involved 
In Crude Oil Trade 


By Scor J. PALTROW 
Staff Reporter of THE WALL STREET JOURNAL 


LOS ANGELES—Three top executives in 
‘Atlantic Richfield Co.’s crude oil trading de- |‘ 
partment were fired last week and the com- 
pany’s vice president of crude trade rela- 

tions is retiring. 
|| * The company refused to comment on the 
reason for the changes. 

The indictment against the Rich concern 
and principals of the company cites Arco as 
a party, albeit unwitting, in schemes to 
evade U.S. tax payments and defraud the 
U.S. Energy Department by circumventing 
crude price control regulations. The indict- 
ment doesn’t allege any wrongdoing on the 
part of Arco. 

An Arco official confirmed that oil trad- 
ers Frank Smith, Joe Wo and Russell 
Oshomne-were A SSnSey Tet week and that 

iitiam Ariano, the crude trade relations 
vice president, is retiring. The source said 
Mr. Ariano is retiring ‘“‘at the normal time.” 
An Arco spokesman refused to give Mr. 
Ariano’s age. 

An Arco in-house attorney, John Rathje, 
refused to comment on whether the changes 
in the oil trading department were related to 
the continuing federal investigation in New 
York of Marc Rich & Co., a commodities 
trading concern. Last fall, Mare Rich & Co., 





































the case currently is ee to begin on 
May 15. 

| A recent Fortune magazine article said 
|.| that Mr. Ariano-had a, close professional re- 
lationship with Mr. Rich. The article said 
that Mr. Ariano and others in Arco’s trading 
department purchased crude oil for Arco 
from Marc Rich & Co. in the late 1970s, often 
at high premiums. 

Mr. Ariano and the three traders led the 
company’s crude oil trading department, ac- 
cording to sources. ‘‘They were the trading 
department,” said an oil trader for another 
‘y |company, who asked not to be identified. 
None of the four could be reached for 
comment yesterday. However, the AP/Dow 
‘Y Jones Economic Wire quoted Mr. Ariano as 
saying that his retirement didn’t have any- 
thing to do with the Mare Rich affair. 

An assistant U.S. attorney in New York 
refused to say whether any of the four Arco 
employees had been interviewed by federal 
investigators or would be called to testify 
during the. Marc Rich trial. 

Mr. Rathje said Arco wouldn’t have any 
comment on the staff changes because “‘it’s 
*!the policy of the company not to comment 
on its employees.” e 
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United States District Court 


SOUTHERN DISTRICT OF NEW YORK 






TO b6 
b7C 


GREETING: 


WE COMMAND YOU that all and singular business and excuses being laid aside, you and 
each of you appear and attend before the Judge of the District Court of the United States for the 
Southern District of New York, at a District Court to be held in Courtroom No. 1401 , in the 
United States Courthouse, Foley Square, in the Borough of Manhattan, City_of New York, in and 


for the said Southern District of New York, on the day of ed ‘ 
at [ __| o’clock in the fe noon, to testify and give evidence in a certain cause 
e 


now pending in said Court and then an re to be tried between the United States of America, 
Plaintiff, and 


Defendant, on the part of the United States, and not to depart the Court without leave thereof, 
or of the United States Attorney. 


And for failure to attend you will be deemed guilty of contempt of Court and liable to pen- 
alties of the law. 


DaTtED: New York, N.Y. _---March-.-26,--1984------~-- 





Lahdyl W bain CResprard. Bory half 
Ry, 


ited S tes amie For ise er 
outhern District of New York. , 
Note: Report at Room 767. In order to secure your witness fees and mileage, it is necessary 


that you retain this Subpoena and present the same at the United States Attorney’s Office, Room 
767, upon each day on which you attend Court as a witness. 
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Form No, USA-33s-222 (Rev. 3-28-78) Grand Jury Subpoena 
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United States Bistrict Court 


SOUTHERN DISTRICT OF NEW YORK 









b6 
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TO b3 


GREETING: 


WE COMMAND YOU that all and singular business and excuses being laid aside, you and 
each of you appear and attend before the GRAND INQUEST of the body of the people of the 
United States of America for the’ Southern District of New York, at a District Court, to be held 
at Room 1401 in the United States Courthouse, Foley Square, in the Borough of Manhattan, 
City of New York, in and for the said Southern District of New York, on the day b3 


of at ae o’clock in cy EE to testify an 
give evidence In regard to an alleged Violation of Section s , 402, .4503, 1962, 1341, 


1343, Title 18, United States Code 


on the part of the United States, and not to depart the Court without leave thereof, or of the 
United States Attorney. 

And for failure to attend you will be deemed guilty of contempt of Court and liable to penalties 
of the law. 


DATED: New York, N. Y. _._.March 26, 1984 | 
a ae) Ft! 
Casprnard Fi targ href 





ae Clerk. 
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RUDOL#H W. GIULIANI 
United States Attorney for the 


Southérn District of New York 


Note: Report at Room 767. In order to secure your witness fees and mileage, it is necessary 
that you retain this Subpoena and present the same at the United States Attorney’s Office, Room 
767, upon each day on which you attend Court as a witness. 
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TOs _ DIRECTOR, FBI (196-2848) (ATT: PINANCIAL 


CRIMES UlITv) 
PROM: = ADIC, NEW YORK (19GA-1774) (M1) (Pp) 


SOUBIJECLE: ARC RICH ~ FUGITIVE, 
LY AL} 
RICO; 
FEW; 


LE}; 


TAX EVASION} 
SR DENG WITH THE ENEMY; 
(002 NY) 


. Retel from Director to New York, y dated 1/16/84, and 
: atpeed from. New York to Director, dated 3/5/84. 


Enclosed for the Bureau are the original and one copy of 
an FD-515, concerning captioned cast.and an LHM dated 3/5/84. 


Justification for this accomplishment was contained in 
an LHM enclosed in the 3/5/24 airtel, and dated 3/5/84. 


‘D- Hew York 
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TO:. DIRECTOR, FBI a 196B-2848 Investigative Assistance or Techniques Used 
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| WATE A -2a.01 8 _| |F raud, Court Riles 
7 7 OC Smedley, : _ : : : : be | | Po ae 
: that Osgood - 1 66, igh LYeS Sir... 99. b7c '...| NEW YORK—The prominent Manhattan 


' » Meaving “| }law firm of Proskauer, Rose, Goetz-& Men- = 
has. _ Might, alors” ‘delsohn tnay have rendered legal advice “‘in | (eit maraieieioas 


pro | | 

go , oo ie: {| furth f tin ture crim 
fobefinished © | re cll 
next month.§9 ... ae 








« 













| |-Go. AG concerning certain transactions, the’ 
Second ‘Circuit Court of — mae - 
terday. 


{4 Rich, a commodities trading aon toe 
« . P}iinvoke the attorney-client privilege to pre- 
} | vent government prosecutors from gaining 
4‘|-access to certain documents currently in the 
{| possession of Proskauer Rose. : . * | eee 
Most of the documents relate to davice. 
‘1 | Proskauer-Rose lawyers rendered in’ connec: 
tion with Rich’s sale of its U.S. subsidiary,. 
-|‘Marc ‘Rich- International, to several ‘of the 
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, that Osgood Pte saben $ top officers -in’the ana per of 
6° ; |. 1983: The ,company was reconstitu as’ 

. Prolest. 99 ° 4 4 Clarendon Litd. The government has’ alleged: 
+3 that the sale was’ fraudulent. - - 


The présiding judge in-the.case, Leonard: 
Sand, lias said the sale had'‘‘all the appear- 
‘| ances of being a ploy” to put Marc Rich’s 
|.assets out of reach of the U.S. As reported, 
{ the government has charged Marc Rich AG 
‘and ‘two: of its. officers, Marc Rich and: 
‘Pincus Green, with concealing . ‘more,’ than: 
‘$100 million in taxable income from. oiltrad- 
ing ‘during 1980 and 1981. of 

The appeals -court didn’t dcterthtn ; 
whether Proskauer Rose lawyers actually 
“knew wliether their advice wollld be used in- 
connection with a fraud, saying it was: 
-enough that “there is sufficient basis for-in- 
ferring that the advice sought from Pros:* 
| kauer in connection with the proposed sale 
. || of Mare Rich International was sought in’ 

| connection with a fraud.” 
| Yesterday, Morton Maneker, the partner‘ 
1 at Proskauer Rose who has ‘been in charge’ 

| of the Rich matter, said*the court's’ opinion-} 3 
| {-was-based on ‘‘the limited information avail--| § 
‘lable to it at this stage-of the case,” and- 
{4 that the firm hadn’t yet had a chance to tell. 
“| its side of the story. ‘When all the facts are | Be 
| Jout,” he said, ‘there will be no finding of a’ 
| bfraudulent conveyance” with respect to the ; 
” {sale of Marc Rich International. ; 
‘|... Proskauer.doesn’t any longer represent, |: 
‘| | Rich’ in the litigation. The company’s cur-"|. 
. }|Tent lawyers, “Kostelanetz & Ritholz,J- 

‘|| wouldn't comment on -the decision: ‘an 
wouldn’t say whether ‘the company pl 
‘an appeal. 
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“FEDERAL BUREAU OF INVESTIGATION 


b6 


b7C 1 Date of transcription 4/2/84 
resides atL_ Sd 


acted him during 1983 and 
which are 
Tennessee, and 
He said he worked all over the coun- 
try and could meet wit and negotiate his pur- 
chase of He later met him in Tennessee, 

in November of 1983. He didn't appear interested in the purchase and 
couldn't decide what he really did want. He appeared to be a con 
man. 


recalled did use his residence telephone . 
Kentucky. He located the bill 
noting he knows of ne in New york City and determi 
October 20, 1983, a placed a call to telephone| 
ed a charge of $8.79 on Accoun 


talked for twenty minut 
gave no reason for 


Numbe i11 dated 
using telephone and heard nothing of the conversation. 
j d i explained that 


registrant of 









ALL INFORMATION CONTAINED 
HEREIN IS UNC ASSIFIED. 
“YF 2-22-01 R 















wanted to purchase 
id he was stationed in 
































Kentucky, was lease 

for the purpose o ing mail and inquiries that might have 
been directed to LEGAL SERVICES OF BALLARD COUNTY, KENTUCKY. That 
group was established to deal with negotiations between the public 
as represented by LEGAL SERVICES and th ACKSON PURCHASE RURAL 
ELECTRIC COMPANY of. Paducah, Kentucky. cuisines this was 
the voice of the residents who felt they had lost control of the 
system. The Board of Directors of RURAL ELECTRIC COMPANY (REC) 
was unresponsive to the public's complaints. That caused the 
lishment of "We The People" to negotiate with REC. 
"We The People", 
Kentucky. The LEGAL SERVICES 
was established to accept and direct correspondence for 
"We The People". was uncertain how anyone obtained the 

Of LEGAL SERVICES, but he advised it wouldn't 

have been too difficult t ain. In attempting to elect responsive 
board members to REC, the land LEGAL SERVICES 
name could have become known to numerous members of the community. 


He recalled last seeing 
mentioned going to California. 
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Continuation of interview of 
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, Page 
raised in lifornia and[___—was probably lyi 
a ibed as a white male, American, age b6 
hair height five feet bic 
ten inches and weight estimated at about 140 pounds. 
Complexion was pale, no facial hair and istinguishing features. 


Casual dress and neat in his appearance, was well sp n. 
He drove af sd American made automobile, possibly a 


[| recaiiea that_it was strange how much[ __] knew ipa 
about his background although[|___]didn't_then and doesn't now Bie 
know of any_associates or acquaintances offs His demeanor did 
not eadadl log a Tennessee or Kentucky residence. 

















b6é 
b7C 
education military service 
States Marine Corps Number honorable discharge, formerly a 
and presently employed at Kentucky, no 
d_arrests, has brown hair, 
PI eyes brown, height five feet ten ten inches, 
welg 180 pounds, 
He denied knowledge of anyone in New York nor any 
knowledge of MARC RICH, PINCUS GREEN,[ ——C—C—C] MAAR: RICH . b6 
AND COMPANY, MARC RICH AND COMPANY INTERNATIONAL LIMITED and b7c 


CLARENDON_A.G He denied making the October 20, 1983 telephone 
call va | 
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resides at 

im during the fall of 1983 and 
which are 

Tennessee, and 

d_he worked all over the coun- 
and negotiate his pur- 
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try and Lth 
chase of He Tennessee, 
in November of 83.. He didn't appear interested in the purchase and 


couldn't decide what he ee did want. He appeared to be a con 
man. 
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ecalled did use his residence telephone 
Kentucky. He located the bill 


ae noting he knows of i n New York City and determi Q 
October 20, 1983,  Telacee a call to telephone 


talked wenty minutes_and 
Number bill dated 
using telephone and 
Kentucky, was lease 


or the purpose of handling mail and inquiries that might have 
een directed to LEGAL SERVICES OF BALLARD COUNTY, KENTUCKY. ‘That 
group was established to deal with negotiations between the public 
as represented by LEGAL SERVICES and the_JACKSON PURCHASE RURAL 
ELECTRIC COMPANY of Paducah, Kentucky. explained this was 
the voice of the residents who felt they ha ost control of the 
system. The Board of Directors of RURAL ELECTRIC COMPANY (REC) 
was unresponsive to the public's complaints. That caused 
e People" to negotiate with REC. 
"We The People", 
Kentucky. The LEGAL SERVICES 
ished_to accept and direct correspondence for 
"We The People", was uncertain how anyone obtained the 

of LEGAL SERVICES, but he advised it wouldn't 
have been too difficult to_obtain. In attempting to elect responsive 
board members to REC, 1 (eeenaeemamcennerag f°" LEGAL SERVICES 


name could have become known to numerous members of the community. 


H d last seeing 
at the on a week da 


mentioned going to California. 


a_charge of $8.79 on Account 
gave no reason for 
heard nothing of the conversation. 
explained that 


caused 
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Prony 
{i 


MARC RICH - FUGITIVE; 


SAC, NEW YORK (196A-1774) 








“sac, LOUISVILLE (196B-744) (RUC) 






P — FUGITIVE; 
MARC RICH b6 
AND COMPANY, A.G.; b7C 






MARC RICH AND COMPANY, 
INTERNATIONAL LIMITED, 
Aka "Clarendon, A.G."; 
RICO; FBW; MF; TAX EVASION- 
TRADING WITH THE ENEMY; 










OO: 





NEW YORK 











Re New York: teletype to Louisville, dated 11/25/83. 


Enclosed for the New York Division is original and one 
copy of FD-302 reflecting interview | a ces! 








b6 
b7c 
During the course of the interview of Ld it 
appeared that he became detached from reality and although 
completely cooperati s lying to the interviewing Agent. It 
was made clear a ee the caller | a earire b6 
ee New York could face serious consequences if further b7C 





attempts to ask for money to "fix" the MARC RICH case occurred. 









This matter is being RUC'd by the Louisville 
Division. 


Ait /(@)- New York (Encs. 2) 


1 - Louisville (196B-744) 
LWA/hac =: 
G3) ALL INFORMATE copvaleen 
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ATTN: SUPV. 


ATTN: SUPV. joined Care lige 


aad 





Or 
BT J 
UNCLAS 


MARK RICH-FUGITIVE; PINCUS GREEN-FuciTive;[ i MARK RICH 
AND COMPANY, A.G.; MARK RICH AND COMPANY INTERNATIONAL, LTD. AKA 
“CLARENDON A.G."; RICO; FBW; MAIL FRAUD; TAX EVASION; TRADING WITH 
THE ENEMY; OO: NY. 


THIS COMMUNICATION IS CLASSIFIED “SP¢RB?( 2-235 —5HPEREEE 


RENYTELCAL TO FBIHQ, DATED APRIL 4, 1984. 
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1 - Supervisor M-1 as on 
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PROCESSING SUPERVISOR, NOT TO THE TELETYPE ROOM. 
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ON MARCH 28 
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SOURCE LEARNED THAT 


SOURCE ADVISED 


b7D 
J) bIF 





THE ABOVE IS FURNISHED FOR INFORMATION. 


ADMINISTRATIVE b7D 
b7F 


tHE[ __—_| source. WHO PROVIDED.THE ABOVE INFORMATION rsL__] Cz) 


(0) 











b7D 
D]}@ a 


INFORMATION FROM THIS SOURCE IS OF AH GUI TL 
DISCLOSURE WOULD REVEAL SOURCE'S IDENTITY. 
SOURCE IS A HIGHLY PLACED INFORMANT CRITICAL TO 
WHOSE IDENTITY, IF REVEALED, WILL POSITIVELY LEAD TO PHYSICAL DANGER 
TO BOTH SOURCE AND FAMILY. : 


Gwen d—E-B 63 DEG ADR, 
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ATTN:  SUPV. “FINANCIAL CRIME vee 

ATTN: SUPY. ORGANIZEL CRIME INTELLIGENT UNIT 
BT 
UNCIAS 


MARK RICE-TUGITIVZ; PINCUS GREEN-ivGITIvE;[|_ MARK RICH oe 


AND COMPANY, -A.G.3 MARK RICH ANT COMPANY INTSRNATIONAL, LTD. AKA 


"CLARENDON A.G."3 RIGO} FEW; MAIL FRAUD; TAX EVASION; TR/DING VITH 
THE ENEMY; OO: NY. 





THIS COMMUNICATION IS CLASSIFIED 


RENYTELCAL TO FRIHQ, -DATED APRIL 4, -19%4. 
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THE AEOVE IS FURNISKED FOR INFORMATION. 
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INFORMATION F2CM THIS SOURCE IS OF A HIGHLY SINGULAs NATURES AND 


DISCLOSUR® WOULT REVFAL SOURCE’S IDENTITY. [ 


SOURCE IS A HIGHLY PLACED INFORMANT CRITICAL ro[ _| 


[ene IDENTITY, -IT REVEALED, ILL POSITIVELY LEAD 10 


PHYSICAL DANGER TO FOTH SOURCE AND FAMILY. 
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BEER OR FB s) b6 
ATTN: FINANCIAL CRIMES UNIT 
BT 


b7C 
SECRET 


MARC RICH-FUGITIVE; PINCUS GREEN-FUGITIVE; ET AL; RICO; TAX EVASION; 
MF; FBW; TRADING WITH THE ENEMY; OQ: NY. 


RENYTEL TO BUREAU. 
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NOTE: AFTER APPROVAL, PLEASE ROUTE THIS DOCUMENT 
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REQUEST OF BUREAU 


TRANSMIT CONTENTS OF THIS TELETYPE TO LEGAT, BERNS AND BONS. 


ADMINISTRATIVE F : 
b7D 
[source sf OK TE 
5 ie 


om 









INFORMATION FROM 
WOULD REVEAL SOURCE'S “IDENTITY. ~ SOURCE IS 
A HIGHLY PLACED INFORMANT CRITICAL TO WHOSE b7D 


IDENTITY, IF REVEALED, WILL POSITIVELY LEAD TO PHYSICAL DANGER TO b7F 
SOURCE AND FAMILY. 


ScLosuRE (AU 
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FM FEI N®E YORK (1¢3~-2948) (¥-1) - 
TO DIRECTOR FPI PRIORITY ve Ol 

apex: [sd PINANGIAL CRIVES UNIT | foo 
BT mokeor, if Ga, At 
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MARC RIGR-FUGITIV?$ PINCUS GREEN-FIGITIVG: DP AL; 21CO$ Tia EVASION; 
MP3 FBW; TRATING WITH THE ENEMY; OO: NY. 


RENYTEL TO BUREAU. 
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TRANSMIT CONTENTS OF THIS TELETYFE TC LEGAT, BERNS AND BONS. 


ADMINISTRATIVE 














: , : & & 


PAGE TEQTE DE NY 21603 +S 


INFCRMATION FR2CM 





b7D 
b7UF 






IS HIGHLY SINGULAR AND LISCLOSUK# so 
WOULT REVEAL SOURCE’S IDENTITY. | 
A HIGHLY PLACED INFORMANT CRITICAL 7 WHOSE 
IDENTITY, IF REVEALED, WILL POSITIVELY LBAD TO PRYSICAL TANGEA 10 
SOURGT AND FAMILY. 


BT 
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“SECRET 


MARC RICH-FUGITIVE;: PINCUS GREEN-FUGITIVE; ET AL; RICO; MF; FBW; TAX 
EVASION; TRADING WITH THE ENEMY; OO: NY. 


RENYTEL TO BUREAU, DATED MARCH 22, 1984, AND MARCH 13, 1984. 


_ THE FOLLOWING IS CLASSIFIED 





ON APRIL 19, 1984, al___—_—_—sd| source PROVIDED THE FOLLOWING b7D 
INFORMATION REGARDING CAPTIONED SUBJECTS. b7F 
2-22-0! 
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REASON: 1.5 (¢ b7C 
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: - New York 
- Supervisor M-1 
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NOTE: AFTER APPROVAL, PLEASE ROUTE THIS DOCUMENT 
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REQUEST OF THE BUREAU 





THE BUREAU IS REQUESTED TO DISSEMINATE TO LEGAT, BERN AND BONN. 


ADMINISTRATIVE 


“  b7D 
INFORMATION FROM THIS SOURCE IS OF A HIGHLY SINGULAR 
DISCLOSURE WOULD REVEAL SOURCE'S IDENTITY. aux suas sams 
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RENYTIL TO ENQEAT, DATED MARCH 22, 1994, ANT MARGH 13, -1994. 
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ACCOMPLISHMENT REPORT to 8 : Ayr 
(Submit within 30 days from date of accomplishment) : 8 a Date 4/6/84 
TO: DIRECTCR, FBI Investiga..-v Assistance or Techniques Used REE S 

Bureau File Number Were any of the investigative assistance or techniques listed below used in connection with accomplishment 

being claimed? [] No [] Yes- If Yes, rate each used as follows: 
1 = Used, but did not help 

FROM: SAC. TAMPA = 2 = Helped, but only minimally 
SUBJECT: : 196A-1329 3 = Helped, substantielly 16. Show Money Rating 





4 = Absolutely essential Usage 


1. Acctg Tech Rating} 6. ELSUR- Rating]11. Lab Div Rating}17. Surveit. 
Assistance Title ilt Field Support Sad Asst 





MARC RICH + FUGITIVE(C) Field Office File Numbe 
PINUS GREEN-FUGITIVE( C) 









=e Ne 


1285 2. Aircraft 7. Hypnosis 12. Pen 18. SWAT Team 
b6 Squad or RA Number Assistance - Assistance Registers Action 
pete 3. Computer 8. Ident Div 13, Photographic 19. Telephone Toll 
RICO; FBW; MP = b7C OO -xyapmraen res 
(OO : NEW YORK ) operation. 4. Consensual 9. Informant 14. Polygraph 20. Undercover 
DC) - xit case involves Monitoring Information Assistance Operation 


corruption of a public 
Official (Federal, State or 
Local). 


A. Preliminary Judicial Process Complaints Indictments 


B. Arrests, Locates, Summonses Subject Priority (See Reverse) % piceecieesy 
& Subpoenas (No. of subjects) : 


5. ELSUR - 10. Lab Div 15. Search Warrants 21. Visual Invest - 
Exams Executed Analysis (VIA) 





FBI Arrests - 


FBI Locates - 





Number of Subjects of FBI Arrests Who Physically Resisted 
Number of Subjects of FBI Arrests Who Were Armed 
Criminal Summons —____ Subpoenas Served 
C. Release of Hostages: (Number of Hostages Released) E. Civil Matters 


Amount of Suit 
Hostages Held By Terrorists _______; All Other Hostage Situations 


Settlement or Award 










F. Final Judicial Process: Judicial District 
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O Dismissal 
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- Convictions - 
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sentence data in space at 
tight, If more than four 
sections are involved, limit to 
the tour most relevant. 
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O Dismissal 
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sentence data in space at 
right. If more than four 
sections are involved, limit to 
the four most relevant. 
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right. lf more than four 
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the four most relevant, 
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short time frame A fe é) é VI Fy~te 
ata. _.INDEXED 


New York © 0 fo BRIALIZED PILED. b6 







2 - Bureau 
3 x-Fiwotiee (1-194C-1329)(1-66-3 Subl) (1-66-13) er 
* See codes on reverse side. Subject description codes in Section F, are réquired ‘only,;whenireporting aiconviction> F 
“OL PGE ERB fy Ray b3 
** Identify the other Federal Agency(ies) in the Remarks Section. FBI/DOJ 
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Property Type Codes* Potential Economic Loss Prevented (PELP) Type Codes * 
Code Code ; 
No Description No Description 
1 Cash (U.S. and foreign currency) 21  Slank Negotiable Instruments or Tickets 1 
2 Stock, Bonds or Negotiable Instruments (checks, travelers checks, 22 Counterfeit Stocks, Bonds, Currency or Negotiable Instruments 
money orders, certificates of deposit, etc) 23 Counterfeit or Pirated Sound Recordings or Motion Pictures 
3 General Retail Merchandise (clothing, food, liquor, cigarettes, TVs, etc) 24 Bank Theft Scheme Aborted _ 
4 Vehicles (autos, trucks, tractors, trailers, campers, motorcycles, etc) 25 Ransom, Extortion of Bribe‘ Demand<Aborted ==! 
5 Heavy Machinery & Equipment (heavy equipment, computers, etc) 26 Theft From, or Fraud Against, Government Scheme Aborted 
6 Bulk Materials (grain, fuel, raw materials, metals, wire, etc) 27 Commercial or Industrial Theft Scheme Aborted 
7 Jewelry (including unset precious and semiprecious stones) 
8 Precious Metals (gold, silver, silverware, platinum, etc) 
9 Art, Antiques or Rare Collections 
10 Dangerous Drugs 
11 Weapons or Explosives 
12 Businesses or Assets Forfeited 30 All Other Potential Economic Loss Prevented (not falling in any 
20 _ - All Other Recoveries (not falling in any category above) category above) 





*The case file must contain an explanation of the computation of the recovery value or loss prevented. An explanation airtel must accompany this 
report if the recovery is $1 million or more, or if the PELP is $5 million or more. 


Subject Description Codes * 
- Enter Description Code Only When Reporting a Conviction - 


Organized Crime Subjects: Union Members: 
1A Boss, Underboss or Consigliere 5A_ International or National Officer 
1B Capodecina or Soldier 5B Local Officer 
1C Possible LCN Member or Associate 5C Union Employee 
1D OC Subject Other Than LCN Government Official Or Employees: 
Known Criminals (Other Than OC Members): 6A Federal - Elected Official 
2A_ Top Ten or 1.0. Fugitive : 6B Federal - Nonelected Executive Level 
2B Top Thief 6C Federal - All Other 
2C Top Con Man 6D State - Elected Official 
Foreign Nationals: 6E State - Nonelected Executive Level 
3A _ Legal Alien 6F State - All Other 
3B Illegal Alien 6G_ Local - Elected Official 
3C Foreign Official Without Diplomatic Immunity 6H Local - Nonelected Executive Level 
30 U.N. Employee Without Diplomatic Immunity 6J Local - All Other 
3E Foreign Students Bank Officers Or Employees: 
SF All Others 7A_ Bank Officer 
Terrorists: 7B Bank Employee 
4A Known Member of a Terrorist Organization All Others: 
4B Possible Terrorist Member or Sympathizer 8A All Other Subjects (not fitting above categories) 


*If a subject can be classified in more than one of the categories, select the most appropriate in the circumstance. 


instructions 


Subject Priorities for FBI Arrest or Locates: 

A - Subject wanted for crimes of violence (i.e. murder, manslaughter, forcible rape, robbery and aggravated assault) or convicted of such crimes in 
the past five years. 
B - Subjects wanted for crimes involving the loss or destruction of property valued in excess of $25,000 or convicted of such crimes in the past 
five years. 

C - All others 

Claiming Convictions Other Than Federal: 
It is permissible to claim a local (state, county or local) conviction if the FBI's investigation significantly contributed to the successful local 
prosecution. A succinct narrative setting forth the basis for claiming a local conviction must accompany this report. When claiming a conviction 
other than Federal, enter the word “LOCAL” in the ‘‘Conviction-Section” block, disregard the number of conviction counts, but enter the sentence 
in the appropriate blocks. Enter “LF” in the “In-Jail” block for all life sentences and “CP” for all capital punishment sentences. 

Reporting Convictions: 
Convictions should not be reported until the sentence has been issued. There are two exceptions to this rule. The conviction information can be 
submitted by itself if: 
1. The subject becomes a fugitive after conviction but prior to sentencing. 
2. The subject dies after conviction but prior to sentencing. 
An explanation is required in the Remarks section for either of the above exceptions. 

Rule 20 Situations: : 
The field office that obtained the process (normally the office of origin) is the office that should claim the conviction, not the office where the 
subject enters the plea in cases involving Rule 20 of the Federal Rules of Criminal Procedures. 

Investigative Assistance or Techniques (IA/Ts) Used: 
-Since more than one IA/T could have contributed to the accomplishment, each IA/T must be rated. 
-The JA/T used must be rated each time an accomplishment is claimed. (For example - if informant information was the basis for a complaint, an 
arrest, a recovery and a conviction and if separate FD-515s are submitted for each of the aforementioned accomplishments, the “Informant 
Information” block must be rated on each FU-515 even if it was the same information that contributed to all the accomplishments.) 
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Rich to Sell 
Fox Stake 
To Davis. 


By THOMAS C. HAYES 


' 
¥- 


_ Special to The New York Times 

LOS ANGELES, June 19 — Marvin 
Davis, the Denver oil entrepreneur, 
has reached an agreement to buy the 
50 $take of the 20th Century- 
Fox Film Corporation owned by Mare 
Rich, the fugitive commodity trader, 
Mr, Davis currently holds the other 50 

t. 


percent. 

“Terms were not disclosed by Fox, 
which was a public company until 
1981, when Mr. Davis and Mr. Rich 
bought it for $722 million. 

Fox Soe the crepe the 

agreement today, Sa it re- 
ported it to the Securities and Ex- 
change Commission last week. 
‘The sale would have to be approved 
by Federal prosecutors, who last fall 
froze the assets remaining in this 
country of Mr. Rich’s global trading 
network, which at one time was 
valued as high as $10 billion. It was 
unclear whether the Government was 
involved in the ations between 
Mr. Davis and Mr. Rich, who fs in 
Switzerland. , 

Martin Auerbach, ‘an Assistant 
United States Attorney in the South- 
ern District of New York, declined to 
comment today on the Government’s 
position. The Federal action freezing 
the Rich assets was brought in the 


hether the 
Government would obtain control of 
the cash trom the sale ‘of the Fox in- 
terest held by Mr. Rich. 

Since last September, Mare Rich & 
Company A.G., the Swiss-based par- 
ent of the trading network, has been 
fined at the rate of $50,000 a day. The 
fines were imposed on the company 
for voaeiae records from a Fed- 
era ‘ octet BENS 
- pie: o> Mr, Davis ted nce before tp buy, 
fe t. Continued on Page D17 ' 
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Fox Stake 
To Davis 


Mr, Rich’s Fox interest, But the Gow 
ernment blocked those Lge last fall 
following a five-month period fn 


$750 million in assets in the Urited 
States, That was before the remain. 
‘Ing assets were frozen. “ 
‘Charged In September 
__Mr. Rich and a partner, Pincus 
“Green, were charged in September [a 
owhat prosecutors said was the biggest 
case of Federal tax evasion in United 
States history, amounting to $48 rll. 
lion. They were also charged with 
racketeering and with illegally trad- 
ing with Iran during the hostage 
crisis of 1979 and 1980. ’ 
Federal prosecutors charged that 
.Mr. Rich and Mr. Green had sougt:t to 
delay the Federal grand jury’s inves- 
tigation of their activities. The two 
fled to Switzerland, where they re. 


fugitives. 

A trial of the:eriminal charges 
ra cara Mr. Rich, Mr, Green ard 
,Clyde Meltzer, an associate, is sched. 
-aled to next Monday Ja ihe 
; Southern District. « 

}| S.E.C. Filing 
} 


The Fox filing with the S.E.C. last 
week said that the purchase by Mr, 
Davis ‘‘is ed”? to be completed 
» | this roonth, if Fox gets the appraval o 
{ the Government, various courts and 
‘4 
§ 

x) 


aks. 
: Fox reported the tentative agree- 
;) ment between Mr. Davis and Mr, 
Rich because regulated corporaticns 
are required to disclose significunt 
of ownership. | 
The filing said that Mr. Davis, ect- 
ing on his own, as a trustee for his 
children’s trust and for the Davis Oil 
‘Company, had agreed to purchase all 
non-voting stock held by Richco Hc'd« 
ings in TCF Holdings, the cormp.uny 
Mr, Davis and Mr. Rich created to 2¢- 
quire Fox. 
Although privately owned, Fox 
| issues quarterly earnings reports 2- 
1 cause some of its debt remains prb- 
“ ely traded. ‘In the three mor.il3 
F ed Feb, 25, Fox reported ince "9 
“* from continuing operations of $11.3 
million, down 76.3 percent from the 
#$47,7 million reported 4 year earl: or. 
Ro mgesley C2 percents to 3L7 
million; ifro# wel “MOUEOA. of ' 
2 e e1oges 
“3k vs ee peal { 
wel aes wad wy Aa 
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MARC RICH- FUGITIVE, PINCUS GREEN-FUGITIVE, ET AL; RICO; FBW; MF; TAX 
‘EVASION; TRADING WITH THE ENEMY, OO: NY. 


RENYTEL TO BUREAU, JUNE 19, 1984. 
THE FOLLOWING IS BACKGROUND INFORMATION OF CAPTIONED CASE. 
Y.< BACKGROUND: 


MARCH RICH AND PINCUS GREEN ARE UNITED STATES CITIZENS WHO, IN 
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1974, FORMED MARC .RICH AND COMPANY A.G. ("A.G."). AG IS A SWISS 
CORPORATION WHICH ENGAGES IN THE WORLDWIDE BUSINESS OF TRADING 
COMMODITIES, INCLUDING CRUDE OIL. AG TRADES AN ANNUAL VOLUME OF 
$10 BILLION, 60 PERCENT OF WHICH REPRESENTS OIL TRADES. AG HAS A 
WHOLLY-OWNED SUBSIDIARY, MARC RICH AND COMPANY INTERNATIONAL AG 
WHICH HAS A BRANCH OFFICE IN THE UNITED STATES NAMED MARC RICH AND 
COMPANY INTERNATIONAL ("INTERNATIONAL"). UNTIL THE SUMMER OF 1983, 
MARC RICH AND PINCUS. GREEN RAN THE OIL TRADING ACTIVITIES OF A.G. 
AND INTERNATIONAL FROM INTERNATIONAL'S OFFICES IN NEW YORK. 


PROM APPROXIMATELY SEPTEMBER, 1980 THROUGH AT LEAST JUNE, 1981, 
MARC RICH AND PINCUS GREEN SURREPTITIOUSLY MOVED AT LEAST $100 
MILLION OUT OF THE UNITED STATES FROM INTERNATIONAL TO A.G. MOST OF 
THIS MONEY CONSTITUTED ILLEGAL PROCEEDS FROM. DOMESTIC CRUDE OIL 
TRANSACTIONS WHEREIN MARC RICH AND PINCUS GREEN DEFRAUDED THEIR 
CUSTOMERS BY UNLAWFULLY OVERCHARGING THEM FOR ‘DOMESTIC CRUDE OIL. 


MARC RICH AND PINCUS GREEN DEVISED AN ELABORATE SCHEME To | 
COVER UP THEIR FRAUD WHEREIN THEY USED TWO THIRD PARTY UNITED STATES 
COMPANIES; WEST TEXAS MARKETING CORP (WIMC) AND LISTO PETROLEUM 
(LISTO), TO CONDUCT THEIR BUSINESS AND OSTENSIBLY TO COLLECT THE 








ILLICIT PROFITS AND OVERCHARGES ON THEIR BOOKS. MARC RICH AND 
PINCUS GREEN WOULD THEN REMOVE THESE ILLEGAL PROFITS FROM THE BOOKS 
OF WIMC AND LISTO BY CREATING SHAM TRANSACTIONS WHERE WIMC AND LISTO 
WOULD PURPORTEDLY BUY FOREIGN CRUDE OIL FROM AG AND THEN RESELL IT 
SIMULTANEOUSLY FOR A $3.00 PER BARREL LOSS TO A PANAMIAN SUBSIDIARY 
OF A.G.* THE SOLE PURPOSE OF THESE DEALS WAS TO LAUNDER THE ILLEGAL 
MONEY FROM THE BOOKS OF WIMC AND LISTO OFFSHORE TO A.G. 


MARC RICH AND PINCUS GREEN VIOLATED VARIOUS FEDERAL ENERGY LAW 
REGULATIONS WHICH CONTROLLED THE PRICES AT WHICH CRUDE OIL COULD BE 
SOLD IN. THE UNITED STATES AND RESTRICTED THEIR AVERAGE MARK-UP OR 
PROFITS TO 20 CENT PER BARREL AS WELL AS EVADED OVER $48 MILLION IN 
UNITED STATES TAXES ON THE HIDDEN INCOME.** ‘IN ADDITION TO THE 
UNITED STATES GOVERNMENT THAT WAS DEFRAUDED OF SUBSTANTIAL TAX 
REVENUES AND THE PROPER ADMINISTRATION OF ITS ENERGY AND TAX LAWS, ° 
VICTIMS OF THIS SCHEME WERE THE CUSTOMERS MARC RICH AND PINCUS 
GREEN, WHO WERE OVERCHARGED AND THE AMERICAN PUBLIC WHICH ENDED UP 
PAYING HIGHER GAS AND OIL PRICES. 


ON SEPTEMBER 19, 1983, THE GRAND JURY FOR THE SOUTHERN DISTRICT 
OF NEW YORK CONCURRED IN THE FINDING OF A 51-COUNT INDICTMENT. THE 











INDICTMENT CHARGES CAPTIONED WITH CONSPIRING TO AND CONDUCTING THEIR 
COMMODITIES BUSINESS THROUGH A PATTERN OF RACKETEERING- INVOLVING THE 
SCHEMES TO DEFRAUD THEIR CUSTOMERS, THE DOE AND IRS. EACH DEFENDANT 
IS CHARGED WITH VARIOUS MAIL AND WIRE FRAUD VIOLATIONS REGARDING 
THESE FRAUD SCHEMES AS WELL AS TAX EVASION. ADDITIONALLY, MARC RICH 
AND PINCUS GREEN ARE CHARGED WITH ILLEGAL TRADES WITH IRAN DURING 
THE HOSTAGE CRISES AMOUNTING TO OVER $200 MILLION. 


* THESE TRANSACTIONS WERE MADE TO LOOK LEGITIMATE BY USING 
INVOICES WHICH SET FORTH REAL TANKERS AND BILLS OF LADING DATES. 
IN ALMOST EVERY CASE, A.G.'S RECORDS REVEAL THAT THE OIL ON THESE 
TANKERS WAS ALREADY SOLD BY A.G. TO THIRD PARTIES IN PRESUMABLY 
LEGITIMATE DEALS AT THE TIME THESE SUORE TRANSACTIONS WERE ‘DONE. 


4 


** YT ALSO APPEARS THAT MARC. RICH ‘AND PINCUS GREEN WERE' 


EVADING SWISS TAXES BY ARBITRARILY MOVING HUNDREDS OF MILLIONS OF 


AG.'S PROFITS TO LIQUIN RESOURCES, A PANAMANIAN (SUBSIDIARY OF A.G. 


THE EVIDENCE IN THIS CASE IS OVERWHELMING AND INCLUDES 
_ TESTIMONY FROM EMPLOYEES .AND FORMER EMPLOYEES OF MARC RICH AND 
“PINCUS GREEN AS WELL AS FROM VARIOUS THERD PARTY COMPANIES. 












IN LATE AUGUST, 
AFORE-DESCRIBED 





1980, _ MARC: RIG 







ee eS | 5: AND WTMC DID BUSINESS. RICH 
PROPOSED TAT. SS _sdiE'RNAT ONAL S PROFIT 
FROM DOMESTIC CRUDE OIL DEALS IN A “POT” ON WTMC'S BOOKS AND 
THEREAFTER.SEND THE MONEY FROM THE "POT" TO A.G. THROUGH A SERIES OF 
FICTITIOUS FOREIGN CRUDE OIL DEALS. THE.MONEY IN THE "POT" WAS 
GENERATED IN DEALS WHERE INTERNATIONAL WOULD SELL PRICE CONTROLLED 
BARRELS TO WIMC IN RETURN FOR EQUAL NUMBERS OF UNCONTROLLED BARRELS 
AT LARGE DISCOUNTS WHICH COULD THEN BE SOLD FOR HUGE PROFITS. 

RATHER THAN INVOICE INTERNATIONAL AT THE AGREED UPON DISCOUNTED 
PRICE, RICH AND GREEN HAD WIMC INVOICE THEM AT ‘THE HIGHER WORLD 
MARKET PRICE SO AS TO MAKE If APPEAR THAT INTERNATIONAL HAD PAID THE 
HIGHER PRICE FOR THE OIL. HOWEVER, WIMC’ AGREED TO KEEP THE 
DIFFERENCE BETWEEN THE DISCOUNTS AND HIGH PRICE IN THE "POT" FOR 


RICH AND GREEN. THE OIL WAS THEN SOLD FOR THE HIGH PRICE TO VARIOUS. 


CUSTOMERS. ‘THE DOE AND THE CUSTOMERS WERE UNAWARE OF THE 
OVERCHARGES BECAUSE OF THE FALSE. INVOICES WHICH COVERED UP THE FACT 
THAT INTERNATIONAL HAD ACTUALLY PAID LESS FOR THE OIL AND WAS 
THEREFORE MAKING ILLEGAL PROFITS IN EXCESS OF ITS 20 CENT PER BARREL 


b7C 

















LIMITATIONS. UNDER THE LAW, RICH AND GREEN WERE REQUIRED TO REPORT 
ALL OVERCHARGES TO THE DOE IN MONTHLY REPORTS CALLED ERA - 69'S AND 
TO REFUND THE OVERCHARGES TO THEIR CUSTOMERS. RICH AND GREEN FILED: 
FALSE ERA - 69'S FOR THE MONTHS SEPTEMBER, 1980 -. JANUARY, 1981 
WHICH FRADULENTLY HID THEIR PROFITS BEING HELD IN THE LISTO AND WTMC’ 
“POTS" AND FAILD TO DISCLOSE THEIR ILLEGAL OVERCHARGES WHICH 
TOTALLED AT LEAST '$100 MILLION; ACCORDINGLY, THESE OVERCHARGES WERE 
NOT REPAID TO THE DEFRAUDED CUSTOMERS. 


REQUEST OF THE BUREAU 


DISSEMINATE TO LEGAT, OTTAWA. 
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MARC’ RICH“FUGITIVE, PINCUS GREEN-FUGITIVE, ET AL; RICO; FEW; MF; 


EVASION; TRADING WITH THE ENEMY, 00: NY. 


RENYTEL 0 BUREAU, ‘JUNE 19, 1984. 


THE FOLLOWING IS BACKGROUND INFORMATION: OF ‘CAPTIONED CASE. 


I. ‘BACKGROUND: 


MARCH RICH’ AND PINCUS ‘GREEN ARE UNITED STATES. CITIZENS 
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1974, FORMED MARC’ RICH AND COMPANY A.G. ("A.G.").. AG IS A swiss 
‘CORPORATION WHICH ENGAGES IN THE WORLDWIDE. BUSINESS OF TRADING 
COMMODITIES, INCLUDING CRUDE OIL. AG TRADES AN ANNUAL YOLUME OF 
$1@ BILLION, 60° PERCENT OF WHICH REPRESENTS OIL TRADES. AG RAS A 
"WHOLLY-OWNED SUESIDIARY, MARC RICH ANI COMPANY INTERNATIONAL AG 
WHICH HAS A ERANCH OFFICE IN THE UNITED STATES NAMED MARC ‘RICE. AND 
- COMPANY INTERNATIONAL (“INTERNATIONAL"):. UNTIL THE SUMMER OF 1983, 
‘MARC RICH AND PINCUS GREEN RAN THE OIL TRADING. ACTIVITIES OF A.C. 
‘AND INTERNATIONAL FROM INTERNATIONAL ’S OFFICES IN. NEW. YORK. 


FROM APPROXIMATELY SEPTEMBER, 198% THROUGH AT LEAST JUNE, 1981, 


' “MARC RICH AND PINCUS GREEN SURREPTITIOUSLY MOVED AT LEAST $129 





MILLION OUT .OF THE UNITED STATES FROM INTERNATIONAL. TO A.G.. MOST OF 
‘THIS MONEY CONSTITUTED ILLEGAL PROCEEDS FROM DOMESTIC CRUDE OIL 
‘TRANSACTIONS ‘WHEREIN MARC RICH AND PINCUS GREEN DEFRAUDED THEIR 
‘CUSTOMERS ‘EY UNLAWFULLY OVERCHARGING THEM FOR DOMESTIC ‘CRUDE’ OIL. 


MARC RICH AND PINCUS' GREEN DEVISED AN ELABORATE SCHEME TO 
COVER UP THEIR FRAUD WHEREIN THEY USED TWO THIRD PARTY UNITED STATES 
‘COMPANIES; WEST TEXAS MARKETING CORP (WIMC) AND LISTO -PETROLEUM 
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(LISTO), ‘10 CONDUCT THEIR BUSINESS AND OSTENSIBLY 70 COLLECT THE 
ILLICIT PROFITS AND OVERCHARGES ON THEIR BOOKS. MARC RICH AND 
PINCUS GREEN WOULD TREN REMOVE THESE ILLEGAL PROFITS FROM TRE BOOKS 
OF WIMC AND LISTO EY CREATING ‘SHAM: TRANSACTIONS WHERE. WPMC AND LISTO 
WOULD ‘PURPORTEDLY BUY FOREIGN CRUDE OIL FROM AG AND THEN RESELL IT 
SIMULTANEOUSLY FOR A $3.20 PBR BARREL LOSS TO-A PANAMIAN SUBSIDIARY 
OP A.G.* HE SOLE PURPOSE OF THESE DEALS WAS TO LAUNDBR THE. ILLEGAL 
“MONEY FROM ‘THE EOOKS OF ¥IMC'’ AND LISTO OFFSHORE 70 A.G. 


MARC RICH AND PINCUS GREEN VIOLATED VARIOUS FEDERAL ENERGY LAW 
REGULATIONS WHICH CONTROLLED THE PRICES AT WHICH CRUDE OIL COULD BE 
‘SOLD IN THE UNITED STATES AND RESTRICTED THEIR AVERAGE MARK-UP OR 
‘PROFITS £0 20 CENT PER BARREL AS WELL AS EVADED OVER $48 MILLION IN 
UNITED STATES TAXES ON THE ‘HIDDEN: INCOME.** IN! ADDITION 10. THE 
‘UNITED STATES. GOVERNMENT THAT. WAS DEFRAUDED OF SUBSTANTIAL TAX 
REVENUES AND THE FROPER ADMINISTRATION CF ITS BNERGY AND ‘TAX LAWS, 
VICTIMS OF THIS SCHEME WERE THE CUSTOMERS MARC RICH AND’ PINCUS 
GREEN, ‘WHO WERE OVERCHARGED AND THE AMERICAN PUBLIC WHICH ENDED UP 
PAYING BIGHER GAS: -AND OIL PRICES. 
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ON SEPTEMBER 19, 1983., THE GRAND JURY FOR THE SOUTHERN DISTRICT 
OF ‘NEW YORE CONCURRED IN THE ‘FINDING OF A 51-COUNT INDICIMENT. THE 
INDICTMENT CHARGES CAPTIONED WITH CONSPIRING. TO AND CONDUCTING THEIR 
COMMODITIES BUSINESS THROUGH A PATTERN CF RACKETEERING INVOLVING. THE 
SCHEMES 10 DEFRAUD THEIR CUSTOMERS, THE DOE AND IRS. BACH DEPENDANT 
IS CHARGED WITH VARIOUS MAIL AND WIRE FRAUD VIOLATIONS REGARDING 
THESE FRAUD SCHEMES AS. WELL AS TAX EVASION. ADDITIONALLY, MARC RICH. 
AND PINCUS. GREEN ARE CHARGED WITH! ILLEGAL TRADES WITH IRAN DURING 
TRE’ HOSTAGE CRISES AMOUNTING 10 ‘OVER $220 MILLION. 


* THESE TRANSACTIONS WERE MADE TO LOOK LEGITIMATE ‘BY USING 
INVOICES WHICH SET FORTH REAL PANKERS AND’ BILLS OF ‘LADING DATES. 
IN ALMOST EVERY CASE, A.G..“S RECORDS REVEAL THAT TRE OIL ON THESES 
TANKERS WAS ALREADY SOLD BY A.G. TO THIRD PARTIES -IN' PRESUMABLY 
‘LEGITIMATE DEALS AT THE TIME THESE SHARE TRANSACTIONS WERE DONS. 

** If ALSO APPEARS THAT MARC RICH AND PINCUS GREEN WERE 
‘BVADING SWISS TAXES “BY ARBITRARILY MOVING HUNDREDS OF MILLIONS OF 
A.G.’S PROFITS TO LIQUIN RESOURCES, A PANAMANIAN SUBSIDIARY OF A.G. 
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TBE EVIDENCES IN THIS CASE IS OVERWHELMING AND INCLUDES 
TESTIMONY FROM FMPLOYEES AND FORMER EMPLOYEES OF MARC RICH AND 
PINCUS GREEN -AS WELL’ AS FROM VARIOUS THIRD PARTY COMPANIES. 


: ‘IN LATE AUGUST, 1980, MARC RICH AND PINCUS GREEN’ CONCEIVED, THE 






















AFORE=DESCRIBED SCHEME. MARC ‘RICH 
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INTERNATIONAL AND WIMC DID BUSINESS. 


PROPOSED TBAT, INTERNATIONAL “S ‘PROFIT 


PROM DOMESTIC CRUDE OIL DEALS “IN ‘A “POT” ON WIMG’S BOOKS .AND 
TREREAFTER SEND THE MONEY FROM THE’ “POT” TO A.G. THROUGH A SERIES OF 
FICTITIOUS FOREIGN CRUDE OJL DEALS. JHE MONBY IN THE “POT” WAS 
GENERATED IN’ DEALS WHERE INTERNATIONAL WOULD SELL PRICE CONTROLLED 
BARRELS 10 WIMC IN RETURN FOR EQUAL ‘NUMEERS' OF UNCONTROLLED BARRELS 
ATCLARGE DISCOUNTS WHICH’ COULD THEN BE SOLD ‘FOR HUGE PROFITS. 
-RATBER THAN INVOICE INTERNATIONAL AT THE AGREED UPON ‘DISCOUNTED 
PRICE, ‘RICH AND GREEN. BAD WIMC INVOICE (HEM AT THE HIGHER WORLD 
MARKET PRICE SO AS TO MAKE IT APPEAR THAT INTERNATIONAL BAD PAID THE 
HIGHER PRICE FOR THE OIL. HOWEVER, YIMC AGREED TO KEEP THE 
DIFFERENCE BETWEEN THE DISCOUNTS ‘AND HIGH PRICE IN THE “POT” FOR 
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‘RICE AND ‘GREEN. THE OIL WAS ‘THEN SOLD FOR THE BIGH PRICE TO VARIOUS 

CUSTOMERS, HE DOB AND THE. CUSTOMERS WERE UNAWARE OF THE 

OVERCHARGES BECAUSE OF THE FALSE INVOICES WHICH COVERED UP TRE FACT 

THAT INTERNATIONAL HAD ACTUALLY ‘PAID LESS FOR THE OIL ANI WAS 

THEREFORE MAKING ILLEGAL PROFITS IN EXCESS OF ITS 20 CENT PER’ BARREL 
LIMITATIONS. UNDER THE LAW, ‘RICH AND GREEN WERE ‘REQUIRED TO REPORT 

- ALL OVERCHARGES TO THE DOE IN MONTHLY REPORTS CALLED BRA - 69°S AND 

| T0-REFUND ‘IRE OVERCHARGES 70 THEIR ‘CUSTCMERS. RICH AND GREEN: FILED. 
‘FALSE BRA - €9°S FOR THE MONTHS SEPTEMEER, 1960 ~ JANUARY,.-1981 ; 
WHICH ‘FRADULENTLY' BID: THEIR PROFITS: BEING HELD IN THE LISTO AND WIMC 
'"POTS” AND FAILD TQ DISCLOSE THEIR ILLEGAL OVERCHARGES WHICH’ 
TOTALLED ATLEAST $120 MILLION} ACCORDINGLY, THESE OVERCRARGES WERE 
‘NOT ‘REPAID TO THE DEFRAUDED CUSTOMERS. 


‘REQUEST. OF THE EUREAU 


DISSEMINATE TO LEGAT, OTTAWA. 
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MARK RICH - FUGITIVES ET AL} FBW - MAIL PRAUD; OO: ‘NEW YORK. 
RE TAMPA TELCAL FROM SARASOTA RA TO NEW YORK, ‘SUPERVISOR 
JUNE 21, -1984.. 

‘ANONYMOUS MALE CALLER ADVISED SARASOTA RA HE 
‘COULD ‘PROVIDE SPECIFIC -INFORMATION RE WHEREABOUTS: OF SUBJECT 
‘RICH, ‘WHO KAS LAST KNOWN TO BE IN SWITZERLAND (TWO WEEXS Aco) 
LOCATED IN -‘WETTIGEN, ABOUT 21 KILOMETERS OUTSIDE ZURICH. syp- 
JECT IS PERIODICALLY AT A PLACE CALLED ‘2ENTRAL STASSE, -PARTIAL 
‘PHONE NUMBER 956. | 


t 









THIS DATE, 










ACCORDING TO CALLER, ARTHUR ‘HIRSH, -67 YEAR OLD RESIDENT OF 
‘SARASOTA, FLORIDA, WORKS FOR ‘SUBJECT AND -RECEIVES MONEY FROM 


SUBJECT VIA ‘A SOUTHEAST BANK OF SARASOTA ACCOUNT. TRIS MONEY 
GOES INTO AN ACCOUNT WHICR IS -USED To Pay HIRsH’s[ 


entete 


ik aaa tiaent 
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pd vo ts IN THE OLS. ON be 


A TRAVEL VISA. SHE HAS MOST RECENTLY BEEN POSING AS HIRSE’S 
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FRANCE OR SWITZERLAND. 
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THE SUBJECT IN SWITZERLAND DURING THE RECENT PAST. 
IN A FOLLOW-UP PHONE CALL TO THE FBI IN SARASOTA, CALLER 


‘STATED HE PLANS TO ‘LEAVE THE UNITED STATES IN THE VERY NEAR 
FUTURE. HE OFFERED TO ACCOMPANY A BU AGENT TO ITALY, ‘FRANCE OR 


‘GERMANY WHERE THEY WOULD MEET WITH SUBJECT. CALLER WAS INFORMED THAT 
THAT ARRANGEMENT COULD NOT BE MADE IN VIEW OF LEGAL RESTRICTIONS. 
HE ALSO OFFERED TO TELEPHONICALLY CONTACT THE SUSPECT AND HAVE 
THE FBI TAPE THE ‘CONVERSATION IN AN EFFORT TO DETERMINE SUBJECT’S 
EXACT WHEREABOUTS. THIS OFFER WAS ALSO DECLINED. 

IN VIEW OF CALLERS STATEMENTS, INDICATING HE IS TO LEAVE THE 
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TO ‘NEW YORK. 
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DISSEMINATZ TC LEGAT, OTTAWA. 


ADMINISTRATIVE 


0 
i AN 


D DISCLOSURE OF INFORMATICN WOULD IDENTIFY SOURCZ AND 
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Date of transcription 
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see ES RUTYSET GE-UNE-TESHETEY OY TNS ENED b6 
=a New Yor was advise the identity of the contacting b7c 
Agent and served a Southern Di i tal subpo 
esl 5, 1984, regarding ‘trial onl] 
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DATE 2cal-2) BY 


anterviewed on eo a ew YLOrK, ew .xor iie Ae - ) 


By sat sda . Date SEsbaseg 6/32/84. 


This document contains neither recommendations nor conclusions c 
It is the property of the FBI and is loaned to your agency; it‘aba wed 
contents are not to be distributed outside your agency. 


ee ee eee 
| me Saal 








* 
eo 4 on 


‘FD-302(rev.3-8-77) 
FEDERAL BUREAU OF INVESTIGATION 
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Peas and served'a Southern Distr. Jal subpoena 
— an 5, 1984, regarding trial onf _] 


ALL INFORMATION CONTAINED 
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interviewed on at New York, New Yor A= Pr Ide 
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NY 196-1774, 
GP mm. 
Soe AL NE: NA ee et b6 
_ On the period of 1/11-1 Iprovided the following b7c 
information, to Special. Agent! b7D 
Source “introduced b6 
b7C 
b7D 
: is Sipe Sans Ss es b6é 
_ Source and advised they would contact writer at. a future b7C 
date in regard to b7D 
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“ACCOMPLISHMENT REPORT JUL 20 1984 


{Submit within 30 days from date of accomplishment) 









‘JO: DIRECTOR, FBL Investigative Assistance or Techniques Vaed 
paar Were any of the investigative assistance or techniques listed below used in connection with accomplishment 
- alent ~ fheing claimed? $%} No {7} Yos + i Yes, rate each used as follows, 
FROM: ADIC, NEW YORK 1 = Used, but cid not help 


2 = Helped, But only minimally 
3 @ Helped, substantially 16, ace Rating 
a eo 


sussect: MARC RICH ~ FUGITIVE 
PINCUS GREEN - FUGI 





E ee ee semen | Seton 
ET ; AL * Assistance 
RICO . Arcrat 7, Hypnosis Ty Pen 18. SWAT Team 
g Assistance Assistance. Registers. Action. 
FBW 


ME os eA Gs 
te Metal reas a 
TRADING WITH ENEMY © "EEGterttte,. mene wtomaten <= 


corruption of a public 
5. € 10, Lab Div 15, eet Warrants. Visual invest « 
ial , 
00:NY $a Ole ew 
‘A. Preliminary Judicial Process, Complaints 
«Number of eudjects) 


&. Arrests, Locetes, Summonses 
& Sudpoones (No, of eudjects) 


FOI Arrests « 
FSi Locates « 





Number of Subjects of F&I Arrests Who Physically ReSisted ae eceen 
: Number of Subjects of F&I Arrests Who Were Anmod 


Creinal Summons Subpoenas Served i 
GC. Release of Hostages: (Number of Hostages Released) sane 


3 Amount of Suit 


& 
Hostages Held By Terrorists 2 All Other Hostage Situations osmunmete - 
' Settlement of Award ae Sahel : 
Enter AFA Payment Here 


: me 
} (Use two letter state abbreviations per US Post Office Guide. For Example « The Northom Ouwvict of Texas 8s NO TX; The | 


District State District of Maine as ME in the state ficld only ) f 
Subjects Cescription Code * 


eavcton ania Toren | Suapended | probation 
| tite | Section | Counts | ves | Mos | yes | mos | vrs | Mos_| 
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Wo a Convictions © LJ Fetony 


Enter conviction and 
sentence data in space at 
fight. © more than four 






.Sudject 2» Name» 







Enter conviction and. 
sentence data in space at 


= Convictions © 
Enter conviction and 
sentence data in epece at 
fight. ff more fhan four 
sections are involved, limit to 
the four most relevant. 
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Subpoenas were served’ on Se New 












York, on 6/11/84 these subooenas were issued by the SDNY a “yf b6 
elated. to thet CY ETAL. pug 
eee 196A-1774 =60-049 =TAU ~Supvy Mo “1 Jc! ORVRESjC (6) 
2.» Field Otlice 
* See codes on reverse side. Subject description codes in Sect te required only when reporting a conviction, a : 
** sdentty the other Federal Acency(ies) in the Remarks Section, ee sce __d 
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SUBJECT: 


DIRECTOR, FBI (1968-2848) 


JUL 2°0.1984%, 


ATTN: | “ {ES UNI b6 
‘AADIC, NEW YORK (196A~1774).(P):(M-1). : 


MARC RICH - FUGITIVE 


‘PINCUS GREEN ~ FUGITIVE 


ET AL 

‘RICO; FBW; MP; . 

TAX EVASION; 

TRADING WITH THE -ENEM 
OO :NY 


ReBuTel to NY, 1/16/84 and NYairtel to Bu, 3/5/84, 


3/29/84, and 5/15/84. olay 

Enclosedfor the Bureau are the original and 
one copy of an FD-515 concerning captioned case and-one ; ‘ 
copy -of-an “LHM“a@ated-3/5/84. Justification of this - “the 


; accomplishment was contained in-the LHM dated 3/5/84. 
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TO: DIRECTOR, FBI+ 196B-2848 
FROM: SARX“ADIC, NEW YORK L96A-1774 
SUBJECT: 


MARC RICH = FUGITIVE Tiss once tie Noto 
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peeing Investigatve Assistance or Techniques Used 
Were any of the investigative assistance or techniques Iisted below yeed in connection with eccompilehment 
peing clamed? (XNo {[) You<m Yes, rate each used aa totiows: 

1 = Used, but did not help 

pas = Helped, Dit only minimaty 

= Helped, substantially , 

; s oy essential 

1, Acctg Tech = Rating] 6. ELSUR- ing) tt, Lab Oiv Rating 97, ert 
"Tite Wt Field Support Sad Asst 


7, Hyonosis 12, Pen 18, SWAT Team 
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Once 
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= Convictions «. 
Enter conviction and 
sentence data In space at 
fight. I more than four 
sections are Involved, limit to 
te four moat relevant, 


= Convictions « 
Enter conviction and 
sentence data in space at 
{ght & more than four 
sections are involved, limit to Oo 
the four most relevant, 


yap 8 
‘ (Use two letter state abbreviations per US. Post Office Guide, For Example « The Northem Oistrict of Texas as NO TX; The ] ' 


District of Maine as ME in Te state field only ) 
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sections are Involved, limk to 
the four moet relevant, 


2 + Bureau 
2 « Field Office, 


™ See codes on AG se Joust Perr) EQMSas 
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U.S. Department of Justice 


Federal Bureau of Investigation 
(26 Federal Plaza 
New York, New York 10278 








th Reply, Please Refer to 
File No. : 
July 17, 1984 
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b7D 
b7D 

Please feel free to contact. thi ice for any assistance in the 
future and I look forward to the b7D 


investigation. 


Very truly yours, 
APL mup3 


LEE F. LASTER 
Assistant Director in Charge 
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"MARC RICH-FUGITIVE, PINCUS GREEN-FUGITIVE; ET AL; FBW; MF: RICO; 
TAX EVASION; TRADING WITE THE ENEMY, ©O: NEW YORK. 


THIS COMMUNICATION IS CLASSIFIED "SECRET" HITTS~ENTEREEY. 
RENYTELCAL TO FBIHQ, ‘LEGAT, BONN AND NEW HAVEN DIVISION DURING 
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IN REGARD TO AL esses 
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_ ‘BUREAU AND RECEIVING OFFICES ‘WILL BE KEPT APPRISED: OF 
DEVELOPMENTS BE TELEPHONE AND TELETYPE. 


REQUEST OF THE BUREAU . 














BUREAU IS REQUESTED TO DISSEMINATE CONTENTS OF THIS TELETYPE TO 


.LEGAT, BONN FOR INFORMATION.. 
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THIS INFORMATION ‘COMES FROM 
‘A’ HIGHLY SENSITIVE AND RELIABLE SOURCE. THIS SOUR 
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UNITED STATES DEPARTMENT OF JUSTICE 
‘FEDERAL BUREAU OF INVESTIGATION 


AIRTEL 


TO 


.ADIC, NEW YORK (196A-1774) (PB) (M-1) 
: SAC, HOUSTON (196B-881) (RUC): (#4) 


SUBJECT: MARK RICH - FUGITIVE; 
PINCUS GREEN - FUGITIVE; 
ET AL; 
RICO; 
MAIL FRAUD; 
FRAUD BY WIRE -- TAX EVASION; 
TRADING WITH THE ENEMY 
(OO: NY) 


ReNYairtel to HO, dated 5/25/84. 


‘ sd Enclosed for NY are three trial subpoenas which were 
served and executed in. Texas, ‘along with two additional 
subpoenas being returned unexecuted. 


Y, trial subpoenas directed to 
were served during 
the week of 6/18/84, at 
conversation: between SA. 
- SDNY, trial subpoenas directed to 
were not served. 


This represents the conclusion of all requested 
investigation : atl and: this matter is being RUC'd. 
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United States Bistrict Court 


SOUTHERN DISTRICT OF NEW YORK 














TO: 66 


b7Cc 
GREETING = 
WE COMMAND YOU that all‘and singular business and excuses being Jaid aside, you and 


each of you appear and attend before. the Judge of the District Court of the United States: for the 
Southern District of New York, at ‘a District Court to be held in Courtroom No. 318 » in, the 





United States Courthouse, Foley Square, in the-Borou: anhattan, Cil ‘and 
gid Southern District of New mn the day of » 6 
o’clock in the noon, to testify and give evidence in a certain:‘cause 7C 


now pending in said Court and then and there to be tried between, the United States of America, 
Plaintiff, and MARC RICH et al. 


PERSONAL APPEARANCE: REQUIRED ON JUNE 25, 1984 AND EACH DAY 
THEREAFTER UNTIL RELEASED BY THE COURT. = 
Defendant, on the part, of the United States, and not to depart the Court, without leave thereof, 
‘or of the United States Attorney. 


And for failure to attend you will be deemed guilty of contempt. of Court and liable to pen- 
alties of the law. 


Datep: New York, N-Y. .May..16,..1984. nee ' 


yy eye , GIULI NE cypmand 


orney fort 





Southern District of ‘New York. sd 


1 


; ; ; ; ' ou 

Note: Report at Room 767. In order to secure your witness fees and.thileage, it, is necessary 
that you retain this Subpoena and present the same at .the.United States Attorney’s Office, Room 
767, upon each day on which you attend Court as a witness. 


Assistant Room, a 
Telephone . ALL VBI INFORLIATION CONTAINGD * 
- . md 26-78 BEREDT IS 01 
DATAA-RI-O UG 
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United States District Court 


SOUTHERN DISTRICT OF NEW YORK 
TO b6 
b7c 


GREETING: 


.WE COMMAND YOU that all and- singular business and excuses being laid aside, you and 
éach of you appear and attend before the Judge of the District Court of the United States for the 
Southern District of New York, at a District Court to be held'in Courtroom No. 318 in 


‘United States Courthouse,’ Foley Square, in the Boro anhattan, City. 
ae Southern. District of om York, on the day of r 
a o’clock .in the noon, stify and give evidence in a certain Cause’ 


‘now pending in said Court and then an Es ere to be-tried between the United States'of America, 
Plaintiff, and MARC RICH et al.. 


PERSONAL APPEARANCE..REQUIRED ON JUNE 25,..1984 AND EACH DAY 
THEREAFTER UNTIL ‘RELEASED BY THE COURT. 
‘Defendant, on the part of.the United States, and not to depart the Court without -leave thereof, 
‘or of the United States Attorney. 


And for failure to attend ‘you'will be deemed guilty of contempt of Court.and liable. to -pen-. 
alties of the law. 


‘DatED: New York, N.y. _May..16,..1984 0 ae 
yh 
erent aap 
4 \ 
‘RUDOLPH -W. GIULIANI 


United States Attorney for the 
Southern District of New York. ; 


Note: Report at Room 767.-In order to secure your witness fees and mileage, «it is necessary, 


that you retain this Subpoena and present the same at the United:States Attorney’s Office, Room 
767, upon.each day on which you attend Court as a witness. 


Assistant Room. [| oS 


Telephone: 
ae7e 5) ALL FBIINPORMATION CONTAINED : 
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United States District Court 


SOUTHERN DISTRICT OF NEW YORK 


b6 
TO b7¢ 


GREETING: 


‘ 


_WE COMMAND YOU that all and singular business and excuses being laid aside, you and. 
each of you appear and attend before the Judge of the District. Court of the United States for the 
Southern District of New York, at a District Court to be held in Courtroom No. 318 ~~, in the 


‘United States Courthouse, Foley Square, in the aman Gee Cit d 


f id Southern District of New the day of y 
o'clock in the oon, to testify and give evidence in a certain cause b6 
now 


now pending in said Court and then and there to be tried between the United States of America, 
Plaintiff, and MARC RICH et al. 


PERSONAL APPEARANCE REQUIRED ON JUNE 25 , 1984 AND EACH DAY 
THEREAFTER UNTIL RELEASED BY THE COURT. 
Defendant, on. the part, of the United States, and not, to depart, the Court, without, leave thereof, 
‘or of the United States Attorney.. 
And for failure to attend you will be deemed guilty of contempt, of Court and liable to pen- 
alties of the law. 


DATED: New York, N.Y. ~May_ 16,1984 


RUDOLPH W. GIULIANI 
United States Attorney for the os 
Southern District of New York.. 


__ Note: Report at Room 767, In order to secure your witness fees and mileage, it is necessary 
that you retain this Subpoena and present the same at the United States Attorney’s Office, Room 
767, upon each day on which you attend Court as a witness. 


Assistant, Room = 
Telephone: pice ‘ALL YBI INFORMATION CONTAINED 
eae aki HEREIN 18 UNCLE 


b6 DATE 
2 rake b7C 


hoa bvesste tae ok cere Pt ee ee iors 
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United States District Court 


SOUTHERN DISTRICT OF NEW YORK 


TO b6 
: b7¢ 


GREETING: 


| _WE COMMAND YOU that all and singular business and excuses being laid aside, you and 
each of you appear and attend before the Judge of the District, Court of the United States for the 


Southern District of New York, at a District, Court to be held in Courtroom No. (318 _, in the 


United States Courthouse, Foley Square, in the Borquch of Manhattan, Ci _in and 
f aid Southern District of New on the day of x b6 
o'clock, in. the noon, to testify and give evidence in'a certain cause b7C 


| now pending in said Court and then and there to be tried between the United States of America, 
Plaintiff, and MARC RICH et al. 





PERSONAL APPEARANCE REQUIRED ON JUNE 25, 1984 AND EACH DAY 
THEREAFTER UNTIL RELEASED BY THE COURT. 
Defendant, on the part, of the United States, and not to depart, the Court, without, leave thereof, 
or of the United States Attorney. 


_ And for failure to attend you will be deemed guilty of contempt of Court, and liable to pen. 
alties of the law. 


Datep: New York, N-Y. -May.16 4.1984... ee arms 





UDOLPH W. GIULIANT 
ume Siitss Attorney forthe. er. 8 
' Southern District of New York. as . — Wid 

a $202 ; AL Ne 

NOTE: Report at Room 767. In order to secure your witness fees and ‘mileage, it is necessary 
that you retain this Subpoena and present the same at the United States Attorney’s Office, Room, 
767, upon each day on which you attend Court, ag a witness. 


Assistant Room. [| 
Telephone: 
° 4626-78 b6 
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United States District Court \ 


SOUTHERN DISTRICT OF NEW YORK we 
b7C 
TO 


GREETING: 


WE COMMAND YOU that all and singular business and excuses being laid aside, you ‘and 

each of you appear and attend before the Judge of the District’ Court of the United States for the 

Southern District of New York, at a District Court to be held in Courtroom No. 318 _ , in the 

| United States Courthouse, Foley Square, in the Borough of Manhattan, ree 
az Southern District of Ne n the [E—) day of. 

o’clock. in. the Ta noon, fo testify and give evidence in a certain cause oe 


now pending in said Court and then an ere to be tried between the United States of America, nae 
Plaintiff, and MARC RICH et al. 


z 


PERSONAL APPEARANCE REQUIRED ON JUNE 25, 1984 AND EACH DAY pa 
THEREAFTER UNTIL RELEASED BY THE COURT. 

‘Defendant, on the part of the United’ States, and not to depart the Court without leave thereof, 

or of the United States Attorney. 


And for failure to attend you will be deemed guilty of contempt, of, Court and liable to pen- 
alties of the law. 


1 


DATED: New York, N.Y. May.16,..1984. a naenns - 


Re: 


RUDOLPH W. GIULIANI yao 


United States Attorney for the et 
Southern District of New York. \ ey Nigh 
‘ 4, af 
Nore: Report at Room 767. In order to secure your witness hi and nifleage, it is necessary 
that you retain this Subpoena and present the same at the United States Attorney’s Office, Room. 
767, upon éach day on. which you attend Court, as a witness. 


Assistant, * Room [| 
Telephone: an 
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United States District Court 


SOUTHERN DISTRICT OF NEW YORK 


: b6 
‘TO b7¢c 


GREETING: 


WE COMMAND YOU that all and singular business and excuses being Jaid aside, you and 
each of you appear and attend before the Judge of the District. Court of the United States for the 
Southern District of New York, ata District, Court to be held in Courtroom No. 318 ’ in the 
United States Courthouse, Foley Square, in the i ae Ci ‘ ork d 


f id Southern District of New yn the day of , ie 
8 > o'clock. in. the noon, to testify and give evidence in a certain. cause nae 
now pending in said Court and then an ere to be tried between the United States of America, 


Plaintiff, and MARC RICH et al. 


PERSONAL APPEARANCE REQUIRED ON JUNE 25, 1984 AND EACH DAY. 
THEREAFTER UNTIL RELEASED BY THE COURT. 
Defendant, on the part of the United States, and not to depart the Court. without, leave thereof, 
or of the United States Attorney. 


-And for failure to attend you will be deemed guilty of contempt of Court, and liable to pen- 
alties of the law.. 





DATED: New York, N.Y. ..Ma 





RUDOLPH W. GIULIANI ” ‘ 
United States Attorney for the 


Southern District of New York. 


Note: Report at Room 767. In order to secure your witness fees and mileage, it is necessary 
that you retain this Subpoena and present the same at the United States Attorney’s Office, Room 
“767, upon each day on which you attend Court as a witness. 


Assistant, Room. = 


Telephone: 
fod 26-78 ; 
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writer. This[  —__ |was based on pressure from 
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| CET s “pointed out that source 
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The above is furnished for the record. 
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FBI 
TELETYPE PRIORITY SECRET 
7/31/84 

PRIORITY 
NEW YORK (1964-1774) (P) (M-1) 
PRIORITY , 
SERECTOR-FBE/ 70/2, 

ATTN: SUPERVISOR| | FCU, he 
NEW-NAVEN— 

ATTN: b7c 


Tt 
SE 
MPs; RICO 


MARC RICH ~ FUGITIVE; PINCUS GREEN - FUGITIVE; ET AL; FSYy 1 
ANCOME TAX EVASION; TRADING WITH THE ENEMY; 00: WEW YORK 


THE FOLLOWING IS CLASSIFIED "SECREE! ET ITS ENTIRETY. 


__ RENYTEL, DATED JULY 31, 1984, AND NYTELCAL TO LEGAT, BONN, ON 
JULY 31, 1984. 
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SOURCE LEARNED THA‘ BS 
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ATES 


_| SOURCE WILL FURNISH THIS INFORMATION TO THE FBI AS 
SOON AS POSSIBLE..CS: ~(T) 


ADMINISTRATIVE: 
eel b7D 
SOURCE PROVIDING THE ABOVE INFORMATION IS SOURCE'S P/F 
IDENTITY MUST BE PROTECTED AS SOURCE WILL BE IN PHYSICAL DANGER IF 
HIS IDENTITY IS DIVULGED. 


BUREAU IS REQUESTED TO DISSEMINATE CONTENTS OF THIS TELETYPE TO 
LEGAT, BONN. LEGAT, BONN SHOULD BE_AD D THAT 2 SED ON LENGTHY 
DISCUSSIONS WITH] _—s_—_—sd| SOURCE 
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R 117292 Att 4 
FM FBI NEW YORK (1984-1774) (P) (M—12) 
' TO DIRECTOR FBI PRIORITY 


ATIN: supervisor} | ‘FOU, : 


| FBI NEY HAVEN PRIORITY b6 
arms [| ~ 

_3T | 

‘srera 


MARC RICH ~ FNGITIVS PINCUS GREEN - YUSITIVES ET AT} TOYS MPS RrONs 
INCOME TAX EVASION} TRADING WITH THY ENEMY; 00: NTY YoRX 
THE FOLLOWING IS CLASSIFIED "SEGRED” He pro-epppeee. 


RENITEL, ‘DATED JULY 31, 1984, AND NYTELC*L TO tFSAT, -BOYN, -ON 
JULY 31, 1984. 
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SOURCE PROVIDING THE ABOVE INFORMATION if Ra ne’s 


‘IDENTITY MUST ‘BP PROTECTED AS SOURCP WILL ®8 IN -PEYSICAL DANGER TF 
HIS IDENTITY IS DIVUTGED. 


BUREAU IS REQUESTED TO DISSEMINATE CONTENTS OF THIS TELETYOF 70 
LEGAT, BONN. LFGAT, BONN SHOULD BY ADVISED THAT BASED ON LUNGTHY 


DISCUSSIONS WITH 





b6 

b7C 
b7D 
b7F 


b6 

b7C 
b7D 
b7F 


b6é 

b7C 
b7D 
b7F 


b7D 
b7F 





PAGE FOUR DE NY a119 § BERET 


WILL MAXE BYERY EFFORT TO INSURE THR FBI BAS A 








BT 
, #0119 








b7D 
b7F 


SOUTRCE 




















CUASSIEIUATICN AUTBORIT:Y CERT eel: 


WHI AUTOMATIC DECLASSIFICATION CUID ee @ . 
DATE 03-01-2017 BY: | b6 ; y, 
: : — b7c Ve } a 































































































FD=34 (Rev. 5-22-78) 


FBI 


TELETYPE PRIORITY “SECRET. 





Qos 


—— NEW YORK (2054-1774) () (M=)) 


DLRECTOR-FST OH oe ‘ 
ATTN: = suv. FCU 

PRIGRTE b6 

AEWA Ee ( fae 


BT - 


ay 
SER A 


MARC RICH-FUGITIVE; PINCUS GREEN-FUGTIVE;. ET AL; FRAUD BY WIRE; 
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FOR IMMEDIATE RELEASE CONTACT: 
OCTOBER 11, 1984 


OUTLINE OF GUILTY PLEAS AND DISPOSITION 


ee STATES OF AMERICA V. MARC RICH 
.G., MARC RICH & CO. INTERNATIONAL, 
LTD. “AND CLYDE MELTZER 


MARC RICH & CO. A.G. ("AG") and MARC RICH & CO. 





INTERNATIONAL, LID., which now calls itself.Clarendon, Ltd. , 
("INTERNATIONAL") today pleaded guilty in Manhattan Federal 
Court to 38 felony counts and 40 felony counts, respectively, 
in connection with the largest income tax evasion prosecution, 
ever brought by the United States. As part. of the pleas, these 
defendants paid to the United States $150,000,000. Additionally, 
AG waived any and all claims for the refund of the $21,006,000 
ain criminal contempt. fines thus far paid by AG for its failure 
to turn over subpoenaed documents from its Swiss office as 
ordered by the Court. Moreover, INTERNATIONAL has waived and 
will not be entitled to obtain any U.S. tax benefits that may 
otherwise have been available for that part of the $150,000,000 
normally allocatable to interest and other deductible expenses. 
The value-of those tax benefits can be estimated in the tens of 
millions of dollars, thereby providing to the United States in 
connection with today's pleas, an overall amount approximating 
$200 ,000,000.. 
The pleas were taken today before the Honorable 

; Shirley Wohl Kram, United States District Judge, Southern. 196-177} - 329 

District of New York. i 
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In announcing today's pleas, Rudolph W. Giuliani, 
United States Attorney for the Southern District of New York, 
explained that the pleas and payment by AG and INTERNATIONAL in 





no way satisfied any of the criminal charges pending against. 
Mare Rich and Pincus Green personally or exonerated them from 
civil liabilities. Rich and Green remain fugitives subject to 
prosecution on sixty-five felony counts brought. under 
indictments filed against. them in September 1983 and March 

1984. CLYDE MELTZER, another defendant indicted along with Rich 
and Green and presently a crude oil trader for INTERNATIONAL, 
Court at. a later date. 

AG and INTERNATIONAL each pled guilty to 38 felony 
counts in a Criminal Information charging them with making false 
statements to the government as part of a scheme to evade taxes 
On approximately $100 million of income earned in 1980 and 1981 
and to evade Department of Energy regulations which limited 
profits on the resale of crude oil during the energy crisis. In 
addition, INTERNATIONAL pleaded guilty to two counts of evading 
iin excess of $48,000,000 in Federal income taxes in 1980 and 
1981. 

"These pleas and payment. fully satisfy the government's 
interest in successfully prosecuting these corporations," Mr. 
Giuliani. said. "This payment represents the largest amount of 
money ever recovered by the United States in a criminal tax 


évasion case," Mr. Giuliani continued, "and all this without. 
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affecting the government's options to proceed against Marc Rich. 
and Pincus Green if and when they are extradicted.or otherwise 
returned to the: United States." 

Morris Weinberg, Jr. and Martin Auerbach, the 
Assistant United States Attorneys prosecuting the case, noted 
that: the guilty pleas and payment, by the corporations are the 
result of an investigation, that began in the Fall of 1981. That. 
investigation, conducted, by the United States Attorney's Office, 
the Internal Revenue Service and the Federal Bureau of 
Investigation, with the assistance of the United States Customs 
Service, revealed as: noted in the Information that the defendant 
corporations and their co-schemers Marc Rich, Pincus Green, 
Clyde Meltzer and others had concealed in excess of $100 million. 
in, taxable income from: 1980 and 1981 domestic crude oil transac 
tions of INTERNATIONAL -- in large part. earned illegally in 
violation of federal energy laws -~ by diverting INTERNATIONAL's: 
income off its books offshore to AG and its subsidiaries through. 
sham transactions. 

The purpose of these sham transactions and the 


schemes that are described in the Criminal Information ‘to which 


of Energy: ("DOE") regulations which limited the amount. of the 
profit. INTERNATIONAL was allowed, to make selling crude. oil and 
then to evade U.S. taxes on that ‘illegal profit. 

The profits INTERNATIONAL ‘failed to properly report to 


DOE were generated primarily by the purchase. of domestic crude 
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oil from two cooperating companies, West Texas Marketing ("WIM") 
and Listo Petroleum ("Listo"), that prepared false invoices. 
These false invoices made it appear that INTERNATIONAL was buying 
from the companies at. high prices when in fact INTERNATIONAL had 
an agreement to pay them a much lower price. The profits these 
companies held for INTERNATIONAL in a concealed fashion were 
referred to as the WIM "pot" and the Listo "pot". By having 
false invoices created and by failing to disclose these hidden 
profits on monthly DOE reporting forms, INTERNATIONAL concealed 
the fact that it was making far more money than was permitted by 
DOE regulations. 
The millions of dollars of illegal income that were 
not. disclosed to DOE were also hidden from the IRS. 
INTERNATIONAL's profits were transferred out of the 
United States to AG in Switzerland through a series of sham 
transactions between WIM and Listo on the one hand and AG and 
two of its wholly-owned Panamanian subsidiaries, Rescor and 
Highams on the other hand. These sham transactions made it 
appear that. Listo and/or WIM had lost money to AG or its 
subsidiaries, Rescor and Highams, by buying and selling foreign 
crude oil. False invoices were prepared to conceal the fact. 
that these transactions were not real deals and were nothing 
more than a way to move INTERNATIONAL's U.S. profits out of the 


Listo and WIM "pots". 








AS a separate part of the scheme to evade taxes, the 
corporations and their co-schemers also arranged more than $31 
million in fraudulent deductions for defendant INTERNATIONAL by 
creating false invoices between AG and INTERNATIONAL, ostensibly 
relating to offshore oil deals between AG and Charter Crude Oil 
Company's Bahamian, subsidiary and between INTERNATIONAL and 
Rescor. 

_ The criminal indictment was quickly followed by the 
September 30, 1983 IRS jeopardy assessment for $90 million against 
INTERNATIONAL to collect its back taxes, penalties and interest 
from the scheme. INTERNATIONAL's. challenge to. the IRS action was 
rejected after a hearing in Manhattan federal court in which a 
financial officer of INTERNATIONAL testified. Judge Richard Owen 
found that. the IRS jeopardy assessment. wag "unquestionably 
reasonable" and that the amount assessed was appropriate under 
the circumstances. The IRS's levies on INTERNATIONAL'S assets 
and bank accounts, however, prompted a consortium of United 
States and European banks to which INTERNATIONAL owed over $130 
million to sue the United States in a battle over INTERNATIONAL's 
‘assets. “IRS's jeopardy assessment was satisfied by the corporate 
payment. made today. AG and INTERNATIONAL also paid more ‘than 
$130 million to their bank creditors, thereby ending the litigation 


brought by the banks. 











e. 8 


In connection with the defendants' guilty pleas, the 


United States Government also joined with AG in moving to vacate 
AG's civil contempt conviction which had resulted from AG's 
attempts to frustrate the progress of the grand jury 
investigation. Beginning in June 1982, AG waged an unsuccessful 
two-year battle to resist turning over its Swiss records 
subpoenaed by the grand jury. AG began by moving to quash the 
grand jury subpoena, but Judge Leonard B. Sand rejected AG's 
claims and held it in contempt. The Court of Appeals rejected 
AG's appeal from that decision, and the Supreme Court refused in 
June 1983 to consider the case. After the Supreme Court's 
ruling, Judge Sand ordered AG to produce its records or begin 
paying $50,000 per day in contempt fines. AG refused to turn 
over the records, and also refused to pay the fines. Shortly 
thereafter, the Governmént learned that AG had attempted to 
secretly sell INTERNATIONAL -- its wholly-owned subsidiary and 
most substantial asset in the United States -- in an apparent. 
effort to remove assets available to pay the fines. In 
‘response, the Government obtained numerous court-ordered. 
restraints on and in connection with AG. On August 5, 1983, AG 
agreed to produce the Swiss documents and pay the accumulated 
fines. 

seized two. large steamer trunks loaded on an airplane that. was 


about to depart for Switzerland. The trunks were filled with 
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documents of INTERNATIONAL that. had also been subpoened by the 
federal grand jury. In subsequent court proceedings, 
INTERNATIONAL was ordered to produce all subpoened documents 
previously removed from this country to Switzerland as well as 
all other subpoened documents. In all, over one million 
documents were ultimately produced by INTERNATIONAL and over 
one-quarter of a million documents by AG. On August 12, 1983, 
to prevent various AG documents from leaving Switzerland. While 
Paying the contempt fines of $50,000 per day, AG continued its 
resistance to the investigation, challenging the contempt order 
through five more unsuccessful motions and four more 
unsuccessful appeals to the Court of Appeals. In total, AG paid 
$21,006,000 in contempt. fines over a span of 15 months -- the 
Although today's proceedings ends the contempt, 
citation, as well as AG's obligation to produce certain 
documents pursuant to grand jury subpoena, the United States! 
request. of the Swiss government, for those same documents through 
a Swiss statute is still pending. As part of its plea 
agreement, AG may not. interfere with the U.S. request. 
INTERNATIONAL, and AG, which were sentenced today by 
Jadge Shirley Kram, faced a maximum possible fine of $10,000 on 
each of the 38 false statement, counts to which each defendant, 


pled guilty, for a total fine of $380,000 apiece. INTERNATIONAL 
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also faced a maximum fine of $10,000 on each of the two income 
tax evasion counts to which it pled guilty as well as the costs 
of prosecution. 

CLYDE MELTZER, 38, a crude oil trader at 
INTERNATIONAL, also pled guilty today to aiding and assisting 
Mare Rich, Pincus Green, INTERNATIONAL and AG in preparing false 
and fraudulent invoices which concealed millions of dollars of 
INTERNATIONAL's taxable income from the Internal Revenue 
Service. The invoices, which were prepared by MELTZER while he 
was vice-president in charge of crude oil trading for Listo 
Petroleum, Houston, Texas, made it appear that. INTERNATIONAL had 
purchased crude oil from Listo at high market prices when, in 
fact, INTERNATIONAL and Listo had agreed that the actual price 
was much lower and that Listo would hold the difference on its 
books for INTERNATIONAL. . These concealed profits were later 
moved to foreign bank accounts of AG and a subsidiary through 
sham transactions. To accomplish this, MELTZER caused false 
documents to be prepared which made it appear that Listo had 
"lost" to AG supposed crude oil sales amounts equivalent to the 
concealed profits belonging to INTERNATIONAL. MELTZER, at, the 
time of sentencing, could be sentenced to 3 years imprisonment, 
$5000 in fines and the costs of prosecution. 

Mr. Giuliani praised the extensive efforts of the 
Internal Revenue Service and the Federal Bureau of Investigation 


in the lengthy investigation. He also thanked the United States 
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Customs Service and the Department of Energy for their 


assistance. 

Mr. Giuliani noted that ‘the Mare Rich case had been a 
true team effort on the part of numerous Assistant United States 
Attorneys in his office, who had devoted substantial. amounts of 
their time in connection with both the criminal and civil 
aspects of the case. In addition to Messrs. Weinberg and 
Auerbach, Mr. Giuliani singled out for praise Executive 
Assistant United States Attorney Jane W. Parver, who has 
supervised the case, Lawrence B. Pedowitz, former: Chief of the 
Criminal Division, Howard Wilson, Chief of the Civil Division, 
the current Chief of the Criminal Division, Bart. Schwartz, 
Assistant. United States Attorneys Carolyn Simpson and Peter 
Salerno, former Assistant United States Attorney Richard Simpson, 
and Gerald Lynch, former Chief Appellate Attorney. Mr. Giuliani 
also thanked the attorneys in the Office of International Affairs 
in the Criminal Division and those in the Tax Division of the 


Department of Justice for their assistance throughout the 


ie 


investigation and expressed his appreciation to Carol Dinkins, 
Deputy Attorney General, for hex aid in coordinating the overall 


disposition of this case. 
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CLAIMS FOR THE REFUND OF THE $21,006,000.00. IN CRIMINAL CONTEMPT 
‘FINES ‘THUS FAR PAID BY AG FOR ITS FAILURE TO TURN OVER SUBPOENAED 
DOCUMENTS FROM ITS SWISS OFFICE AS ORDERED BY THE COURT. MOREOVER, 
INTERNATIONAL HAS WAIVED AND WILL NOT BE ENTITLED TO OBTAIN’ ANY 

UNITED STATES TAX BENEFITS THAT MAY OTHERWISE HAVE BEEN AVAILABLE 

-FOR THAT PART OF THE $150,000,000.00 NORMALLY ALLOCATABLE TO 7 
INTEREST AND OTHER DEDUCTIBLE EXPENSES. THE.VALUE OF THOSE TAX 
BENEFITS CAN BE ESTIMATED IN THE TENS OF MILLIONS OF .DOLLARS, i 
THEREBY PROVIDING TO THE UNITED STATES, IN CONNECTION WITH TODAY'S 
PLEAS, AN OVERALL AMOUNT APPROXIMATING $200,000,000.00. 


THE PLEAS WERE TAKEN TODAY BEFORE THE HONORABLE SHIRLEY WOHL 


(om). STATES DISTRICT JUDGE, SOUTHERN DISTRICT OF NEW YORK 
SDNY 
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DEVELOPMENTS BY TELEPHONE AND TELETYPE. 


BUREAU IS REQUESTED TO PROVIDE CONTENTS OF THIS TELETYPE TO 
LEGATS BONN AND BERN FOR INFORMATION. 
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To: DIRECTOR, FB} investigative Assistance or Technique Used 
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; Were any of the leg a pone oF techniques listed below used in connection with accomplishment 
OM: < A NEW YORK 7 beng clamedg? No LJ Yes» Yes, rate each used as follows 
FROM: _ $46 ADIC,NEW YORK 196A-1774 Yes, te each used of 
UBYECT: MJ (P) b6 2 = Helped, but only minimally 
AARDON WT? ene a . = : gti a 
MARC RICH-Fugitive : 4 = Absolutely essental oe 
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A. Preliminary Judicial Process 
(Number of subjects) 


%. Arrests, Locates, Summonses & 
Subpoenas (No, of sudjects) 


FSi Arrests 
FBI Locates_ 


Asstance “Title 1 Field Support Sad Asst 
2, Arcrat 7, Hypnosis 12. Pen 18. SWAT Team 
pandarce Regen neon 
3, Comouter 8, Kent Civ 13. Photograpnic 19. Telephone Toll 
Monitoang information Assistance Operation 
S$. ELSUR 10, Lab Ov 18. Search Warrants 21, Visual Invest » 
D. Recoveries, Restitutions, Court Ordered Fortetures or Potential Economic Loss Prevented (PELP) : 


Property or 
PELP Type. ; x 
Code Restitutions 
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Loss Prevented 
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Number of Subjects of F&! Arrests Who Physically Resisted pesenn 
Number of Subjects of F&I Arrests Who Were Armed 
Crminal Summons Sudpoenas Serves 


C. Release of Hostages or Children Located: (Number of Hostages or Chidren 
Located) ; 


Hostages Meld By Terrorists wammemane: All Other Hostage Situations anes 
Missing or Kidnapped Children Located 
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Enter conviction and. 
sentence data in space at 
right, If more than four 
sections are involved, fimit to 
the four most relevant. 
































00 hot report conviction Concurrent Sentences « Enter longest single term. Do not add concurrent sentences together, 
until sentence has been If the sentence is 10 years m custody of the Atty Gen, dut $ years are suspended, the 
pronounced, in-Jail term would be 2 years. ' 










Sudject’s Description Code*+ 
Combdined Sentence 


iene Tore] Suspended _[___Picbaton J 
Vis] wos | vis] eel We [Mos] Toutfries | 


Consecutive Sentences « Add all consecutve sentences together, — ie 
Concurrent Sentences » Enter fongest single term, Do not add concurrent sentences together 

if the sentence is 10 years in custody of the Atty Gen, but 8 years are suspended, the 
In-Jail term would de 2 years. 
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right. If more than four 
sections are involved, limit to 
the four most relevant, 
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Attach additional forms if reporting final judicial process on more than three subjects, and sudmil a final disposition form (&-84) for each sydject sta oe os At oS eee 
Remar! ha Sag ote = A tis pate ee $s, AG ee We Re oe — y Nsee qees bite tag parece 2 
7 On 10/11/84 Marc Rich & Co,A.G. and Mare Rich & Co. Internatio Si;Ltas~ 
plead guilty,respectively, to 38 and 40 felony counts of incomg tax evasy aoe MA 
| _ _ $150,900,000.00 in tax and penalties were paid at the time of the plea! Bae aaa 
| 2-Bureau 196-1774 1-IAU 1-M-1] Supr. 1-66-8492 , Be a ts 
put x-I.R.S. and U.S. Customs ALLINFORMATIONCONTAINED... LW 
ples HEREIN IS UNCLASSI. b6 
Ledeen nee sidqg Subject description codes im Section F are required only when reporting a conviction, DATE 2-aanol. Cs b7C 
- sep cer operstors, dently the other Federat, State or Local Law Enforcement (LE) agency in the Remarks Section. FOI/O08 
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MARC RIGH - FUGITIVE: PINCUS GREEN - FUGITIVE; ET AL; FBW; MEFS RICOS 
INCOME ‘TAX EVASION; TRADING WITH THE ENEMY; 00: NEW YORK 
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AND OCTOBER 18,, 1984. ° | 


ALL INFORMATION CONTAINED eid ee | 
HEREIN IS UNGLASSIFIED EXCDPT “otk IED 
WHERE SHOWNNOTHERWISE. REAGAN. oe ae ( )@ ) 


DEC he & CPRET 








f 
1 re 


PAGE TWO DE NY 0130 S-E-6€-2-E-T— 


FOR INFORMATION OF THE RUREAU AND RECEIVING OFFICES, 


b7D 
b7F 





ON OCTOBER’ 17, 1924 AND OCTOBER 18,.1994" -A SENSITIVP AND 
" RELIABLF 






b6 
b7C 


j : b7D 
PROVIDED THE b7F 


FOLLOWING. ‘INFORMATION. C8) (1) 


SOURCE ADVISED 


b6 

b7C 
b7D 
b7F 








“eo 


PAGK THREE DE NY 4130 S-S-6-R-E-7 








SOURCE LEARNED, 












b6 

b7C 
b7D 
b7F 


b6 

b7C 
b7D 
b7F 


b6 

b7Cc 
b7D 
b7F 


b6 

b7C 
b7D 
b7F 








PAGE FOUR DE NY 9139 S-B-€-2-E-E 


[ moe 
2 
ol 8 






IN ANY EVENT,. 


Reg My ee et RE) RR TR el nh he shes 








pint oe z A Lu s ae) ees eg i, o 1 e 
‘PAGE -FIVYEDE NY #130 S-E-t-k-e-2 font ics 


wy 


+ 


ADMINISTRATIVE 


a 3 8) (0) ! 
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In Reply, Please Refer to 


File No. October 19,1984 


Rue 








U.S. Department of Justice 


Federal Bureau of Investigation 
26 Federal Plaza 
New York, New York 10278 


MARC RICH =  EUGITIVE b6 


ANY A.G. 


MARC RICH AND COMPANY INTERNATIONAL LID. 
also known as CLARENDON A.G. 

RACKETEER INEIWENCED AND CORRUPT 
ORGANIZATIONS 

FRAUD BY WIRE 

TAX. EVASION 

TRADING WITH THE ENEMY 


Captioned investigation was Anitia 
: a Wy 
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fnis document contains neither Sn 

recommendations nor conclusions of INFORMATION CO 

the PBI. It is the property of HEREIN Is UNCLASS NTAINED b6 
hua DOT ang tg Tnened to vour agency; DATE “OL f b7C 


it end its contents are not to be 
distributed outside want agency. 
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This information was provided by the FBI to the United States 
Attorney's Office, Southern District:.of New York and a joint. 
investigation was commenced in the fall of 1981 by the FBI, the 
Internal Revenue Service (IRS) and the United States Customs 
Service. 


Throughout. ‘the course of the investigation, the FBI conducted 
numerous interviews in both the New York Division and other divisions. 
‘The New York Division assigned agents and accounting technicians 
to assist the IRS agents in preparing schedules'of unreported 
income and evaded taxes. , 


The $150,000,000 recovery consists of $117,000,000 to the 
IRS. A further breakdown of the $117,000,000 figure is $48,000,000 
in tax for 1980 and 1981, $24,000,000 in interest and $25,000,000 
in civil penalities. The remaining $33,000,000 applied to over~ 
charges of the prices and will go to the Department of Energy. 
$20,000,000 is for miscellaneous overseas corporations tax and 
energy liabilities. 
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RECEIVING OFFICES WILL BE KEPT APPRISED OF DEVELOPMENTS BY 
TELEPHONE AND TELETYPE. 


ADMINISTRATIVE 


SOURCE MENTIONED ABOVE wf oar S IDENTITY 
pyr MUST BE PROTECTED AS SOURCE AND FAWILY WIEL BE IN PHYSICAL DANGER IF 
_ SOURCE'S IDENTITY IS DISCLOSED. 





REQUEST OF THE BUREAU 


BUREAU IS REQUESTED TO DISSEMINATE CONTENTS OF THIS TELETYPE TO 
LESATS, BONN AND BERN FOR INFORMATION. 
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Copyright © 1984 McGraw-Hill, Inc.; 
Metals Week 


October 15, 1984 
SECTION: GOVERNMENT; Volume 55, No. 42; Pg. 7 
LENGTH: 129 words 


ee 


4 


HEADLINE: Marc Rich tax-evasion case settled 


BODY: 
The commodities firms Marc Rich and Clarendon last week settled their 
‘long-running tax evasion case -- and opened the door to a resumption of Marc 


Rich trading activities in the US -- by agreeing to pay the US government about 
$200-million in fines and penalties. 


A federal judge in New York accepted the companies‘ guilty pleas on various 
counts of making false statements to Federal officials and imposed fines 
totaling $780,000. The action was pursuant to an agreement the companies had 
reached with the US Justice Dept. under which additional penalties -- including 
$150-million in back taxes and $21~million in fines already paid were imposed. 


Marc Rich and Pincus Green still face criminal charges of tax evasion as 
individuals and are considered fugitives. 
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The Associated Press 







The materials in the AP file were compiled by The Associated Press. These 
waterials may not be republished without the express written consent, of The 
Associated Press. 






August 15, 1984, Wednesday, AM cycle 

















SECTION: International News 
LENGTH: 220 words 
HEADLINE: Swiss Considering Extradition of Mare Rich 
"DATELINE: BERN, Switzerland 
KEYWORD: Marc Rich 


BODY: 

The Swiss government said Wednesday it is considering a request from U.S. 
authorities for the extradition of commodity traders Marc Rich and Pincus 
Green. 


Rich and Green, senior partners in the Swiss-based commodity trading company 


Marc Rich & Co. AG, have been charged in what could be the largest tax evasion 
case in American history. 


The Swiss said they received the extradition request _ submitted in German _ 
on Tuesday. The government had refused to consider an earlier request. in English 
on the grounds that Washington, which requires English-language documentation 
from Switzerland, should make the request in one of Switzerland's official 
languages _ French, Italian and German. 





A trial of the charges against Rich and Green is scheduled to begin Sept. 24 
at U.S. District Court in Manhattan. 


They are charged with a racketeering conspiracy that allegedly evaded $48 
million in U.S. taxes on illicit, profits in crude-oil trades in 1980 and 1981. 
They also have been charged with violating a U.S. epnenge on trade with Iran. 


The charges also named the Marc Rich firm and its former U.S. subsidiary, now 
called Clarendon Ltd. If U.S. prosecutors won their case, they could seize the 
companies‘ assets in the United States. 


Rich and Green left the United States before their indictment last September. 
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Copyright @ 1984 McGraw-Hill, Inc.; 
Platt's Oilgram News 


October 12, 1984, Friday 
SECTION: UNITED STATES; Vol. 62, No. 198; Pg. 5 
LENGTH: 236 words 
HEADLINES U.S., MARC RICH FIRMS SETTLE INCOME TAX EVASION SUITS FOR $200-MILLION 
DATELINE: New York 10/11 


BODY: 

Marc Rich & Co. AG and Marc Rich & Co. Intl. Ltd., now known as Clarendon 
Ltd., pleaded guilty in U.S. District Court in Manhattan today to charges 
concerning income tax evasion. 





The guilty pleas were to 38 felony counts charging them with making false 
Statements to the government, as part of a scheme to evade taxes on about. 
$100-million of income earned in 1980-1981, and to evade Dept. of Energy 
regulations which limited profits on the resale of crude oil. Additionally, 
Clarendon pleaded guilty to two counts of evading more than $48-million in | 
income taxes in 1980-1981 (ON 6/25). 


Rich, Green Still Sought, 


U.S.« Attorney Rudolph W. Giuliani said during a court, hearing that. the 
government has recovered a “total package of $200-million (from the two 
companies), the largest amount. ever recovered by the U.S. in a criminal income 
tax case." ‘Giuliani explained that the pleas and the payments by the corporate 
defendants in no way satisfied any of the criminal charges pending against 

Marc Rich and Pincus Green personally or exonerated them from civil 
liabilities. Rich and Green remain fugitives subject. to prosecution (ON 9/27). 





A spokesman for Marc Rich & Co. AG issued a statement today confirming the 
“settlement” reached with the U.S. government, and stating that the agreement 
Lifts all restrictions against the business activities of Clarendon and the Marc 
Rich Group of companies. 
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Copyright ® 1984 The Washington Post, 
August 146, 1984, Thursday, Final Edition 
SECTION: Business & Finance; Roundup; D1 
LENGTH: 136 words 
HEADLINE: Swiss Weigh Request, For Rich Extradition 
BYLINE: From news services and staff reports 
KEYWORD: ROUNDPOS 
BODY: 
‘The Swiss government said yesterday it is considering a German-language 
request from U.S. authorities for the extradition of commodity traders Marc 
Rich and Pincus Green. 


Rich and Green, senior partners in the Swiss-based commodity trading company 
Marc Rich & Co. AG, have been charged in what U.S. authorities say could be the 
largest tax evasion case in American history. 


The Swiss said they received the extradition request Tuesday. The government 
had refused to consider an earlier request in English on the grounds that, 
Washington, which requires English-language documentation from Switzerland, 
should wake the request in one of Switzerland's official languages, French, 
Italian or German. 


A trial of the charges against, Rich and Green is scheduled to begin Sept. 24 
at U.S. District Court in Manhattan. 
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LEVEL 1 - 4 OF 39 STORIES 
The Associated Press 


The materials in the AP file were compiled by The Associated Press. These 
materials may not be republished without the express written consent of The 
Associated Press. 


August 15, 1984, Wednesday, AM cycle 
SECTION: Business News 
LENGTH: 362 words 
HEADLINES Swiss Considering Extradition of Marc Rich 
DATELINE: BERN, Switzerland 
KEYWORD: Marc Rich 


BODY: 

The Swiss government said Wednesday it is considering a German-language 
request from U.S. authorities for the extradition of commodity traders Marc 
Rich and Pincus Green. 


Rich and Green, senior partners in the Swiss-based commodity trading company 
Marc Rich & Co. AG, have been charged in what U.S. authorities say could be the 
largest tax evasion case in American history. 


The Swiss said they received the extradition request Tuesday. The government. 
had refused to consider an earlier request. in English on the grounds that 
Washington, which requires English-language documentation from Switzerland, 
should make the request in one of Switzerland's’ official languages, French, 
italian and German. 


A trial of the charges against, Rich and Green is scheduled to begin Sept. 24 
at U.S. District Court in Manhattan. 


They are charged with a racketeering conspiracy that allegedly evaded $48 
million in U.S. taxes on illicit profits in crude-of2 trades in 1980 and 1981. 
They also have been charged with violating a U.S. embargo on trade with Iran. 


The charges also named the Marc Rich firm and its former U.S. subsidiary, now 
called Clarendon Ltd. If U.S. prosecutors won their case, they could seize the 
companies' assets in the United States. 


Rich and Green left the United States before their indictment last September. 


In a related matter, the Swiss Justice Ministry said it had not yet received 
an answer to a note it sent to U.S. authorities on July 13 in an attempt to 
settle a- dispute over documents sought by the United States. 


In the note, Switzerland agreed to turn over the documents but only on 
condition that the United States accept that the commodity firm cannot be forced 
to comply with U.S. court orders, which it contends violate Swiss sovereignty. 

Hs addition, the Swiss said the United States must agree to argue this position 
n court. 
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The commodities firm has been. paying a daily fine of $50,-000 for more than'a 
year since a U.S. district judge held it in contempt of court for refusing to 
turn over subpoenaed documents.. 


Swiss authorities impounded the company's records on grounds their release: 
might violate Swiss business secrecy laws.. 
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Copyright, & 1984 The New York Times Company; 
The New York Times 


August 1, 1984, Wednesday, Late City Final Edition 
SECTION: Section Ds; Page 10, Column 5; Financial Desk 
LENGTH: 226 words 





HEADLINE! Swiss Set Back U.S. on Rich 
BYLINE: AP 
DATELINE: BERN, Switzerland, July 31 


BODY: 
Although the United States recently requested the extradition of Marc Rich 

and Pincus Green, oil traders, the petition was rejected because it had not 

been translated into one of Switzerland's official languages, a Justice Ministry | 

spokesman satd today. 


Mr. Rich and Mr. Green, senior partners in a commodity trading firm in Zug, 


Switzerland, were indicted in New York last year on charges of tax evasion, 
racketeering and fraud. 





Joerg Kistler, a spokesman for the ministry, said the formal extradition 
request was delivered to the Swiss Government on July 20 but was sent back 
because it was in English. Switzerland has three official languages - French, 
German and Italian. 


The Swiss mave was the latest setback for American authorities in their 
effort to prosecute Mr. Rich and Mr. Green, who are scheduled to go on trial 
Sept. 24 in Manhattan. They are charged with evading $48 million in United 
States taxes on illicit profits in 1980-81 oi1 trading. They also are accused of 
violating an American embargo on trade with Iran. 


Their Swiss-based enterprise, Marc Rich & Company, also faces trial, along 
with its former United States subsidiary, now called Clarendon Ltd. If the 
Federal authorities win in court, they could seize the companies' assets in the 
United States. A businessman, Clyde Meltzer, also is scheduled to go on trial. 


SUBJECT: EXTRADITION; LANGUAGE AND LANGUAGES; TAXATION; TAX EVASION; 
RACKETEERING AND RACKETEERS; FRAUDS AND SWINDLING 


ORGANIZATION: MARC RICH AG; JUSTICE, DEPARTMENT OF 










NAME: RICH, MARC; GREEN, PINCUS 
GEOGRAPHIC: SWITZERLAND; UNITED STATES 
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The Associated Press 


The materials in the AP file were compiled by The Associated Press. These 
materials may not be republished without the express written consent. of The 
Associated Press. 


July 31, 1984, Tuesday, AM cycle 
SECTION: Business News 
LENGTH: 365 words 
HEADLINE: Swiss Delay U.S. Extradition Request 
DATELINE: BERN, Switzerland 
KEYWORD: Marc Rich 


BODY: 

The United States formally requested the extradition of oil traders Marc 
Rich and Pincus Green, but the petition was sent back because it was not 
translated into one of Switzerland's official languages, a Justice Ministry 

spokesman said Tuesday. 


Rich and Green, senior partners in a commodity trading firm in Zug, 
Switzerland, were indicted in New York last year on charges of tax evasion, 
racketeering and fraud. U.S. prosecutors have said the case may be the largest 
tax ‘evasion case in American history. 


Joerg Kistler, a spokesman for the Justice Ministry, said the extradition 
request was delivered to the Swiss government on July 20 but it was returned 
because it was in English. Switzerland operates with three official languages, 
German, French and Italian. 


The Swiss move was the latest setback for U.S. authorities in their effort to 
investigate and prosecute Rich and Green, who are scheduled to go on trial Sept. 
24 at U.S. District Court, in Manhattan. 


They are charged in a racketeering conspiracy with evading $48 million in 
U.S. taxes on illicit profits in crude-oil trades in 1980 and 1981. They also 
are charged with violating a U.S. embargo on trade with Iran. 


Federal authorities plan to bring their Swiss-based company, Marc Rich & Co. 
AG, to trial with their former U.S. subsidiary, now called Clarendon Ltd. If 
successful, U.S. authorities could seize the companies’ assets in the United 
States. A businessman, Clyde Meltzer, also is to go on trial. 


Rich and Green left the United States before their indictment last September. 
Authorities said Rich sought to renounce his U.S. citizenship in favor of 
Spanish citizenship. 


Federal authorities have been unable to get documents subpoenaed from Marc 
Rich & Co. AG, despite a contempt of court fine of $50,000 a day that the 
commodities firg has been paying for more than a year. 
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Swiss authorities impounded. the company's records on grounds ‘their release 
might violate Swiss ‘business secrecy. laws. The: Swiss government argued ; 
unsuccessfully before a U.S. appeals court, that the fine. should. be halted, and 
asserted that American prosecutors’ tactics. in the investigation violated 
Switzerland's sovereignty. 
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LEVEL 1 ~ 8 OF 39 STORIES 


The Associated Press 


The materials in the AP file were compiled by The Associated Press. These 
waterials may not be republished without the express written consent of The 
Associated Press. 


July, 31, 1984, Tuesday, AM cycle 
SECTION: International News 
LENGTH: 220 words 
HEADLINES Swiss Delay U.S. Extradition Request 
DATELINE: BERN, Switzerland 
KEYWORD: Marc Rich 


BODY: 

The United States formally requested the extradition of oil traders Marc 
Rich and Pincus Green, but the petition Was sent back because it was not 
translated into one of Switzerland's official languages, a Justice Ministry 

‘Spokesman said Tuesday. 


Rich and Green, senior partners in a commodity trading firm in Zug, 
Switzerland, were indicted in New York last year on charges of tax evasion, 
racketeering and fraud. U.S. prosecutors have said the case may be the largest. 
tax evasion case in American history. 


Joerg Kistler, a spokesman for the Justice Ministry, Said the extradition 
request was delivered to the Swiss government on July 20 but it was returned 
because it was in English. Switzerland's official languages are German, French 
and Italian. 


The Swiss move was the latest setback for U.S. authorities in their effort to 
investigate and prosecute Rich and Green, who are scheduled to go on trial Sept. 
24 in New York. 


They are charged in a racketeering conspiracy with evading $48 million in 
U.S. taxes on illicit profits in crude-o11 trades in 1980 and 1981. They also 
are charged with violating a U.S. embargo on trade with Iran. 


Rich and Green left the United States before their indictment last September. 


Authorities said Rich sought to renounce his U.S. citizenship in favor of 
Spanish citizenship. 
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Copyright @ 1984 McGraw-Hill, Inc.; 
Platt's Oilgran News 


June 26, 1984, Tuesday 
SECTION: UNITED STATES; Vol.« 62, No. 123; Pg. 3 
LENGTH: 188 words 


HEADLINES SWISS REPORTED READY TO HAND OVER MARC RICH DOCUMENTS TO U.S. 
PROSECUTORS 


DATELINE: Zurich 6/25 


BODY = 

Swiss authorities have agreed to hand over to the U.S. government. documents 
that were seized Feb. 9 from Marc Rich & Co. AG, accarding to sources close to 
the investigation (ON 6/13, 3/12). 


Marc Rich & Co. AG, Marc Rich International Ltd. (also known as Clarendon 
Ltd.), plus individually Marc Rich, Pincus Green and Clyde Meltzer have been 
indicted for allegedly evading $48-million in federal income taxes. The 
individuals named in the indictment also are charged with illegal trade with 
Iran (ON 6/25, 9/20/83). 


The U.S. requested the documents through an existing bilateral mutual 
assistance legal agreement. The documents are expected ta be delivered this 
week or next. The Swiss took offense when they were asked to act on a subpoena 
issued by a U.S. court (ON 1/31), and the agreement in effect was bypassed. 


The sources said that the hesitation wasn't all on the part of the Swiss. 
U.S. authorities weren't anxfous to disclose details of their fraud 
investigation of oil contracts that, could have aided Marc Rich defense lawyers. 
Apparently, the prosecution now is convinced that the case {ts air-tight. 
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LEVEL 1 - 10 OF 39 STORIES 


Copyright 6 1984 McGraw-Hill, Inc.; 
Platt's Oligram News 


June 25, 1984, Monday 
SECTION: UNITED STATES; Vol. 62, No. 122; Pg. 4 
LENGTHS 149 words 
HEADLINE: MARC RICH TRIAL POSTPONED 
DATELINE: New York 6/22 


BODY =: 

The criminal trial of corporate defendants Marc Rich & Co. AG and its U.S. 
unit, Clarendon AG Ltd. (formerly known as Marc Rich & Co. International Ltd) 
has been postponed until Sept. 24. 


A federal jury trial was scheduled to begin here on June 25 before U.S. 
District Court Judge Shirley Kram. The international commodities trading firm, 
which dealt mostly in oil, and its U.S..unit, along with the two top executives 
of the firas, Marc Rich and Pincus Green, were indicted Sept. 19, 1983, 
ye with’ defrauding the government of $48-million in income taxes (ON 

783) .: 


Rich and Green are both fugitives, and weren't scheduled to go on trial. 
Last year, Rich renounced his U.S. citizenship and took up Spanish citizenship. 
He's now believed to be living in Zug, Switzerland. Green also is reportedly 
living in Europe. Under U.S. law, individuals can’t, be tried in absentia. 
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LEVEL 1 - 11 OF 39 STORIES 
The Associated Press 
The materials in the AP file were compiled by The Associated Press. These 
materials may not be republished without, the express written consent. of The 
Associated Press. 
June 12, 1984, Tuesday, AM cycle 
SECTION: Business News | 
LENGTH: 371 words 
HEADLINE? Appeals Court Upholds $50,000 Daily Mare Rich A.G. Fine 


BYLINE: By PAUL MOSES, Associated Press ‘Writer 





DATELINE: NEW YORK 
KEYWORD: Mare Rich 


BODY: 

A federal appeals court Tuesday turned down a Swiss government request to 
halt a $50,000-a-day fine that has cost Marc Rich & Co. A.G. more than $17 
sillion for refusing to release records to a grand jury. 


The Swiss government, which filed court papers supporting the giant 
commodities broker based in Zug, Switzerland, argued the company should not be 
fined because Swiss secrecy laws prevent disclosure of the records. 


But the 2nd U.S. Circuit Court of Appeals in New York said the Mare Rich 

| company, which is under indictment here on tax charges, Signed an agreement last 
August pledging that “it would not rely on Swiss law in refusing to comply with 
the subpoena." 





Swiss police impounded the documents shortly after the agreement was reached, 


and the Marc Rich company contends it ts unable to turn them over to U.S. 
authorities. 


While upholding the fine, the three-judge appeals panel also called for 
further hearings by a lower court to decide whether the company still has 
documents it can release. The judges called the issue “a close one." 


U.S. prosecutors contend the company still has records while the Marc: Rich 
firm argues it does not. The appeals court said company officials had only to 
file sworn affidavits backing, its position, but have not done so. 


Robert Herzstein, a lawyer for the Swiss, had argued before the court there 
was a clear conflict between U.S. and Swiss laws. 


He said that efforts to enforce the subpoena for Marc Rich records violated 


Swiss sovereignty and argued that U.S. authorities should follow a Swiss process 
in seeking the records. Negotiations between the two nations are under way. 


Marc Rich A.G.; Clarendon Ltd., its former U.S. subsidiary; and businessman 
Clyde Meltzer are scheduled to go on trial June 25 at U.S. District Court in 
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The Associated Press, June 12, 1984 


Manhattan. on charges ‘they evaded $48 million in U.S. taxes on illicit 
oll-trading profits.. 


Commodities brokers Marc Rich and Pincus Green, two owners.of Marc Rich 
A.G., were indicted but are considered fugitives. 


‘The civil contempt-of-court fine against Marc“Rich A.G. has been accumulating: 


Since last June 29. If it lasts for the ‘maximum 18 months, the company would: pay 
a total of $27.5 million. So far, it has paid $17,056, 00. 
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LEVEL 1 - 12 OF 39 STORIES 


Copyright 6 1984 The New York Times Company; 
The New York Times 


May 11, 1984, Friday, Late City Final Edition 
SECTION: Section Dy Page 7, Column t; Financial Desk 
LENGTH: 163 words 
HEADLINE: Swiss Appear In Rich Case 
BYLINE: By The Associated Press 
BODY: 
A lawyer for the Swiss Government appeared before a United States Court, of 


Appeals yesterday to urge the end of a $50,000-a-day fine imposed alaost 11 
months ago on Marc Rich & Company A.G. for not giving recards to a grand jury. 


referring to a continuing dispute between Swiss and American authorities over 
the giant Swiss commodities broker's trading records. 


The Swiss-based company and two fugitive owners, Marc: Rich and Pincus 


Green, are charged with evading $48 million in United States taxes on 
crude-pil profits. The company has paid $15.3 million in fines since last June 
29.6 


The Swiss seized the records last August because their release would violate 
secrecy laws, Mr. Herzstein said. He said they are willing to turn over the 
records if American authorities go through proper channels. 


Assistant United States Attorney Morris Weinberg Jr. said that process was 
now under way. 


SUBJECT: DISCLOSURE OF INFORMATION; FINES (PENALTIES) 
ORGANIZATION: MARC RICH & CO AG 


| 
''This conflict is simply unnecessary,'' said the attorney, Robert Herzstein, 
GEOGRAPHIC: SWITZERLAND 

| 


LEXIS NEXIS LEXIS NEXIS 





Services of Mead Data Central @ 


| 
| LEVEL 1 =~ 13 OF 39 STORIES 
The Associated Press 


PAGE 16 


The saterials in the AP file were compiled by The Associated Press. These 
waterials may not be republished without the express written consent of The 
Associated Press. 


May 10, 1984, Thursday, AM cycle 
SECTION: Business News 
LENGTH: 399 words 
HEADLINE: Swiss Government, Asks an End to Marc Rich Fine 
BYLINE: By PAUL MOSES, Associated Press Writer 
DATELINE: NEW YORK 
KEYWORD: Marc Rich 


BODY: 

A lawyer for the Swiss government appeared before a U.S. appeals court, 
Thursday to urge the end of a $50,000-a-day fine imposed almost 11 months ago on 
Marc Rich & Co. A.G. for not, giving records to a grand jury. 


"This conflict is simply unnecessary,* the lawyer said, referring to a 
continued dispute between Swiss and U.S. authorities over the giant Swiss 
commodities broker's trading records. 


The Swiss-based company and two fugitive owners, Marc Rich and Pincus 


prea are charged with evading $48 million in U.S. taxes on crude-oil 
profits. 


The Swiss seized the disputed records last August because their release would 
Violate secrecy laws, said attorney Robert Herzstein. He Said the Swiss now are 
Willing to turn over the records _ without deletions that federal prosecutors 
tae opposed _ if U.S. authorities go through the proper channels under Swiss 

aw. 


Herzstein said Switzerland is not interested in shielding anyone from an 
investigation. "Its interest is in the integrity of Swiss laws, its legal system 
and its sovereignty ... and effective cooperation with the United States,“ he 
told a three-judge panel of the 2nd U.S. Circuit Court of Appeals in New York's 
borough of Manhattan. 


The judges, who reserved decision, peppered Assistant U.S. Attorney Morris 


Weinberg Jr. with questions, with Judge James L. Oakes saying “it's mystery to 
ne" why federal authorities would not request the records under Swiss Jaw. 


‘Weinberg responded that the Swiss process was “untried” and time-consuming 
and that the Swiss in the past wanted to delete names from the papers. He said 
U.S. and Swiss authorities are negotiating, however. 


The Marc Rich company has paid $15.3 million in fines since the $50,000 a day 
penalty was imposed last. June 29. The company wants a refund of all the money 


EXIS NEX?PS LEXIS NEXIS 











Services of Mead Data Central i 
& | @ PAGE 17 


The Associated Press, May 10, 1984 


paid ‘since the Swiss impounded Marc Rich A.G. records last Aug. 5,:or $14 
million. 


_“The Swiss government, is begging, in effect, the United States government to 
make this request," said Peter L. Zimroth, the company's attorney. “It's. ‘Alice 
in’ Wonderland.’ The only party that wants the documents doesn’t want to make a. 
request for then." , 


Weinberg acknowledged that Marc Rich A.G. is unable to turn over records now 
held by the Swiss government, but contended the company still has other papers 
which should be released. 


“This case has a long history of deception,® the prosecutor said. 
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Copyright @ 1984 Time Inc. All Rights Reserved; 
Fortune 


January 23, 1984, Domestic Edition. 


| 


SECTION: THE EDITOR'S DESK; Pg. 4 
LENGTH: 383 words 
BYLINE: William $. Rukeyser, MANAGING EDITOR 


BODY = 

WHEN newspapers first hinted that commodities traders Marc Rich and Pincus 
Green had slipped out of the U.S. in anticipation of a tax fraud indictment, 
associate editor Ford Worthy read between the lines. Worthy had been keeping. 
track of them since an unlikely telephone encounter with Green while researching 
a 1981 article on the takeover of Salomon Brothers by Phibro -- the traders' 
alma mater. Surprised by the after-hours request for an interview, Green, who 
shuns the press, said no. 


"Secrets of Marc Rich® (page 44) is Worthy‘s third collaboration with 

associate editor Shawn Tully. In their effort to separate the myth and hype 
from the saga of Marc Rich, Worthy pumped oil sources in Texas, Oklahona, 
California, and New York. Tully left his base in Paris to visit Zug, Rich's 
Swiss headquarters. There he persuaded the outside directors of Marc Rich AG to 
tell their side of the tale and, from tax records, obtained previously 
unreported financial data about. the company. Elsewhere, Tully ran across 
another source: former Secretary of State Henry Kissinger, a director of 
Twentieth Century-Fox Film, half-owned by Rich. “I spotted Kissinger slumbering 
away in the business-class section on a flight to Paris from London,“ says 
Tully. Diplomatically, Tully waited until the plane touched down before’ 
conducting a one-minute interview. Reporter Louis Richman concentrated on 
another significant thread of the story: the labyrinthine price regulations that. 
governed the sale of domestic crude ofl until 1981. Says Richman: “There are 
Starkly different opinions out there over what constituted right and wrong. 


When the story began to unfold last summer, picture researcher Maureen Duffy 
Benziger was assigned to come up with a shot of the nearly unphotographed Rich. 
"All we knew was that Rich looked a little bit like Rudolph Valentino,” she 
says. Later Benziger received a jubilant call from Zug, where the photographer 
she dispatched said he had snapped “Rudolph” walking through the fog to his 
Mercedes. The picture FORTUNE carried last summer was picked’up by newspapers 
and magazines all over the world. Starting with the cover, this issue offers 
nore rare photographs of Rich and Green along with insights into the fast-money 
world in which they still loom large. 


GRAPHIC: Picture 1, Tully, EILEEN COFFEY; Picture 2, Worthy, JILL. 
FREEDMAN-ARCHIVE 
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Copyright 8 1983 U.S.News & World Report 
October 3, 1983 
SECTION: Managing Your Money; Pg. 82 
LENGTH: 363 words 
HEADLINES IRS Takes on Multinational Companies 


BODY: 


RECORD income-tax-evasion case is pointing up pitfalls that the U.S. government. 
faces in auditing finances of multinational companies. 


The Swiss-based Marc Rich commodity-trading firm was charged by a New York. 
grand jury on September 19 with evading 48 million dollars in taxes. Authorities 
Said that the company may face additional charges later involving even more 
money. 


At the center of the case, affecting billions of dollars: How can Washington 
monitor dealings between firms doing business both in the U.S. and abroad? 


The grand jury charged that. one of Rich's U.S. subsidiaries bought oi1 from 
its parent, firm in Switzerland at artificially high prices, thus transferring 
profits abroad and avoiding American taxes. 


Experts say such sham transactions have become common as multinational firms 


try to minimize their taxes. ‘'There are probably a dozen other Marc Rich-type 
cases out there undiscovered,'' says Thomas Field, a former prosecutor who heads 
Tax Analysts, a research organization. 


Congress's General Accounting Office charges that the Internal Revenue 


Service is not doing enough to collect taxes owed by multinational firms, but 
tax officials cite these steps -~ 


'* Agents are under orders to make international cases a top priority in the 


coming year. The corps of investigators assigned to such probes will be expanded 
from 297 to 364. 


* The U.S. went to court to obtain Japanese records of Toyota Motor Company 
to insure that the firm pays the full amount of {ts American taxes. 


‘* The IRS increasingly is exchanging tax information with its counterparts in 
other nations. 


‘We're doing everything we can, given the limits of tax treaties and budget, 
constraints,'' said an IRS spokessan. 


Even the U.S. government, however, can be stymied in dealing with balky 
countries such as Switzerland. Marc Rich and Pincus Green, officers of the 
Rich firm indicted with the company itself, are believed hiding in Switzerland 
and may be able to avoid extradition. 


The overburdened IRS, experts conclude, is fighting an uphill battle to keep 
track of the billions of dollars flowing around the world among the ever 
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Proprietary to the United Press International 1983 
September 30, 1983, Friday, PM cycle 
SECTION: Domestic News 
LENGTH: 304 words 
HEADLINES Economy At A Glance 
KEYWORD: Econoglance 


BODY: 

_ HOUSTON ~~ Leaders of the pilots’ union at Continental Airlines Thursday 
voted to strike tn protest of pay cuts and longer hours imposed in a bankruptcy 
reorganization, but airline officials expected most pilots to stay at work. 
National leaders of the airline pilots union recommended an industry-wide 
protest strike over financial problems of the airline industry. 


‘MIAMI ~~ Former Labor Secretary William Usery, hired by troubled Eastern 
Airlines to work out an agreement with its three unions, said Thursday he was 
setting up an tndependent audit of the carrier so he can form his.own opinion on 
its financial status. Eastern President Frank Borman has told employees the 
company faces financial collapse without pay cuts. 


WASHINGTON -- Philip Caldwell, chairman of Ford Motor Co., predicts the 
nation’s No. 2 automaker will make a profit this year for the first time since 
1979. Caldwell said Thursday Ford profits for the first half of the year were 
more than $750 million, but refused to predict a year-end figure. 


NEW YORK -- Multimillionaire commodity traders Marc Rich and Pincus Green 
failed to appear Thursday at their arraignment on a $48 million tax evasion 
indictment. Prosecutors said Rich, thought to be in Switzerland with Green, has 
become a Spanish citizen. NEW YORK -- Stocks lost ground for the third 
consecutive session Thursday after two rally attempts fizzled on investor 
uncertainty about the course of interest rates. The Dow Jones industrial 
ae tatey up five points at the outset after losing six Wednesday, shed 1.83 to 

» 240.14. 


ATLANTA --. Ted Turner confirmed reports Thursday that far-ranging talks were 
under way between Turner Broadcasting Systems’ Headline News subsidiary and 
Satellite News Channel, but said no agreement has been reached on purchase of 
SNC operations. 
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The Associated Press 


PAGE 22 


The materials in the AP file were compiled by The Associated Press. These 
naterials may not be republished without the express written consent of The 
Associated Press. 


September 29, 1983, Thursday, BC cycle 
SECTION: Business News 
LENGTH: 219 words 
HEADLINE: Marc Rich, Pincus Green Absent at, Arraignment 
‘DATELINE: NEW YORK 
KEYWORD: Marc Rich 


BODY: 


As expected, commodities trader Marc Rich and partner Pincus Green failed to 
appear Thursday at their arraignment on charges of evading $48 million in taxes. 


Federal authorities had anticipated the no-show, and arrest warrants have 
been issued for Green and Rich, who has become a Spanish citizen, Assistant U.S. 
Attorney Morris Weinberg Jr. said. 


Their company, Swiss commodities trading giant Marc Rich & Co. A.G., entered 
a plea of innocent to the charges. 


A New York-based subsidiary, Marc Rich & Co. International Ltd., also pleaded 


innocent. Its attorney, Peter Fleming, noted during the hearing that the company 
is"now called Clarendon Ltd. 


An executive at the subsidiary, Clyde Meltzer, 38, of Manhattan, was present 
and pleaded innocent to the charges before Judge Vincent L. Broderick at U.S. 
District Court in Manhattan. He is charged with racketeering, tax evasion and 
fraud. 


‘Rich and Green face the same charges, in addition to allegations they 
{liegally traded in ofl with Iran during the Iranian hostage crisis. 


The case _ involving the largest alleged tax fraud ever uncovered _ has been 
assigned to Judge Shirley Wohl Kram. 


The government alleges that Marc Rich International illegally evaded payment. 


of taxes in 1980 and 1981 on profits from violations of federal o11 price 
controls. 
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Proprietary to the United Press International 1983 
September 29, 1983, Thursday, BC cycle - 
SECTION: Financial 
LENGTH: 357 words 
DATELINE: NEW YORK 
KEYWORD: Rich 


BODY: 

Multimillionaire commodity traders Marc Rich and Pincus Green failed to 
appear Thursday at their arraignment on a $48 million tax evasion indictment. 
Gs their companies and a business associate entered innocent, pleas to the 
charges. 


At the arraignment at U.S. District Court in Manhattan, prosecutors revealed 
that Rich has renounced his American citizenship and is now a Spanish citizen. 
Arrest warrants have been issued for Rich and Green, who are believed to be in 
Switzerland where their giant commodity firm, Marc Rich & Co. A.G., is based. 


"We consider them to be fugitives,'’ Assistant U.S. Attorney Morris Weinberg 
Jr. told U.S. District Judge Vincent Broderick. 


Spain has an extradition treaty with the United States. But Switzerland does 
not consider tax evasion an extraditable offense. 


Outside the courtroom. Weinberg said the government is ‘‘exploring'’ the 
possibility of extradition proceedings. 


Under U.S. law, Rich and Green cannot be tried in absentia. Federal 
prosecutors are proceeding with their case against the companies. 


Defense lawyers entered innocent, pleas for the giant trading firm, Marc Rich 


' Co. A.G., and its U.S. subsidiary, Marc Rich and Co. International of New 
ork. 


Appearing at the arraignment was defendant Clyde Meltzer; 38, of New York. 
City.. Meltzer also pleaded innocent to the charges. 


Meltzer was indicted along with Rich, Green and their companies for tax 
evasion, racketeering and fraud. 


According to the indictment, Meltzer was hired in 1982 as an o{1 trader for 
Rich and participated in a conspiracy to evade about $33 million of the $48 
aillion in taxes. 


Meltzer was formerly vice-president in charge of crude-oil trading at Listo 
Petroleum Inc. of Houston. The indictsent alleges that Rich's companies 
conspired with the Texas firm to fraudulently sell controlled oil at 
uncontrolled prices when U.S. price controls were in effect. 
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‘In announcing the indictments.against Rich and Green-and their companies and 
Meltzer last week, U.S.. Attorney Rudolph Giuliani said it was *'the biggest tax 
fraud case ever brought in U.S. history.'' 


Meltzer was released in ‘$250,000 bail. 
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Proprietary to the United Press International 1983 
September 29, 1983, Thursday, PM cycle 

SECTION: Regional News 
DISTRIBUTION: New York Metro, New York Metro 
LENGTH: 352 words 
BYLINE: By ELLAN CATES 
DATELINE: NEW YORK 
KEYWORD?’ Rich 
BODY: 

Multimillionaire commodity traders Marc Rich and Pincus Green failed to 
appear today at their arraignment on a $48 million tax evasion indictment, but 
their firms and an associate pleaded innocent to the charges. 


At the arraignment at U.S. District Court in Manhattan, prosecutors revealed 
Rich had renounced his American citizenship and become a Spanish citizen. 


Arrest warrants have been issued for Rich and Green, who are believed to be 
in Switzerland where their giant commodity firm, Marc Rich & Co. 4.G., is based. 


"We consider them to be fugitives,'’ Assistant U.S. Attorney Morris Weinberg 
Jr. told U.S. District Judge Vincent Broderick. 


Spain has an extradition treaty with the United States, but Switzerland does 
not consider tax evasion an extraditable offense. 


Outside the courtroon, Weinberg said the government was '‘exploring'* the 
possibility of extradition proceedings. 


Under U.S. law, Rich and Green cannot be tried in absentia. Federal 
prosecutors are proceeding with their case against the companies. 


Defense lawyers entered innocent pleas for the giant trading firm, Marc Rich 


& Co. A.G., and its U.S. subsidiary, Marc Rich and Co. International of New 
York. 


Appearing at. the arraignment was defendant Clyde Meltzer, 38, of New York 


ae Meltzer also pleaded innocent to the charges and was released in $250,000 
a 


Meltzer was indicted along with Rich, Green and their companies for tax 
evasion, racketeering and fraud.: 


According to the indictment, Meltzer was hired in 1982 as an ofl trader for 


Rich and participated in a conspiracy to evade about $33 million of the $48 
willion in taxes. 
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‘Meltzer was formerly vice-president in charge of crude-oil trading at Listo 
‘Petroleum Inc. of Houston. The indictment alleges that Rich's. compantes 
conspired with the Texas. firm to fraudulently sell controlled oil at 
uncontrolled prices when U.S. ‘price controls were in effect. 


In announcing the indictments against Rich and Green and their companies and 
Meltzer last week, U.S. Attorney Rudolph Giuliani said it-was ''the biggest tax 
fraud case ever brought in U.S. history.'* 
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Copyright © 1983 McGraw-Hill, Inc.; 
Metals Week 


September 26, 1983 
SECTION: GOVERNMENT; Volume 54, No. 39; Pg. 8 
LENGTH: 453 words 
HEADLINES Marc Rich goes down:on 51 counts of tax evasion, ceeds and conspiracy 


BODY = 
The trading community last week tried to disassociate itself from the dubious 
distinction of harboring a company indicted for what {s believed to be the 
largest tax evasion scam in US history. On Sept. 19 a Federal grand jury levied 
a Si-count indictment against Marc Rich and Pincus Green, the principal owners 
of Marc Rich & Co. A.G., for tax evasion, mail and wire fraud, racketeering, 
conspiracy, and trading with an eneay of the US. 


After a year-long investigation plagued by difficulties in obtaining 
subpoenaed documents from Marc Rich in Switzerland, the Federal grand jury said 
it. had enough evidence to show that. Marc Rich had evaded $48-million in taxes 
owed on over $100-million in unreported profits made in 1980-81 by its US 
subsidiary Marc Rich & Co. International. The jury also said Marc Rich had 


bought $200-million of Iranian oi] during the trade embargo imposed on Iran 
While US hostages were being held. 


Sources believe the grand jury indictment is just the tip of the iceberg. 
There were reports that as the grand jury investigation continues, prosecutors 
expect to prove that the company evaded more than $48-million in taxes by 
Srrace: oil at free market prices during a period when US price controls were in 
effect. 


Originally estimated at $20-million, the taxes owed by Mare Rich have 
mushroomed considerably. The metals community is now waiting to see what the 
fallout will be from the recent news. There are indications that the grand jury 
will proceed to examine whether laws were broken when Marc Rich sold off Marc 
Rich International to Clarendon Ltd. on June 30. 


Clarendon liquidating? 


Marc Rich and Pincus Green reportedly are hiding in Switzerland, and it is 
uncertain whether the Swiss government will extradite the two men. Tax evasion 
is not a crime in Switzerland, but fraud and forgery are. According to 
Barron's, lawyers for Rich and Green tried to plea-bargain earlier for a four- 
to five-year prison sentence in exchange for an end to the grand jury 
investigation. If indicted on all 51 counts, their prison sentences would add 
up to 325 years. 


In order to recoup its tax losses, the US government might have to seize Marc 


Rich's US assets, including its 50% interest in 20th Century Fox File and 
possibly Clarendon Ltd., even though Clarendon says it has no ties to Mare Rich. 


Metal traders expect Clarendon to accelerate the liquidating of its positions 
in copper, tin, aluminus, and moly. Some merchants report that large copper 
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fire sales already have been concluded (See Copper, p7). Meanwhile, the phones 


of Clarendon reportedly are quiet as few companies want to risk doing business. 
with the former Marc Rich subsidiary. 
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The Associated Press 


The materials in the AP file were compiled by The Associated Press. These 
waterials may not, be republished without the express written consent, of The 
Associated Press. 


September 24, 1983, Saturday, BC cycle 
SECTION: Domestic News 
LENGTH: 1114 words 
HEADLINE: Problems in Personal Computers Growing More Intense 
BYLINE: By ROBERT BURNS, AP Business Writer 
DATELINE NEW YORK 
KEYWORD: Week's Business 


BODY:: 


The race for survival in the personal computer business is approaching a 
frenzied pace, and signs of treacherous footing are appearing almost daily. 


Jostling for position grew more intense this past week as the industry 


received one new entry while two other manufacturers showed how bloody the 
battle has becone. 


Apple Computer Inc., the Cupertino, Calif., company that pioneered the 


personal computer business in 1977 with its Apple IJ, disclosed that it expects 
to report “sharply lower* profit for its fiscal fourth quarter ending Sept. 30. 


John Sculley, the Apple president, said fourth-quarter profit would be $5 
willion to $8 million _ a huge decline from the $24.2 million Apple earned in 
the previous quarter and the $18.7 million it earned in the fourth quarter last 
year. 


The expected decline for the current, quarter would be only the second tine 


Apple has reported a year-ta-year decline in quarterly profit in its six-year 
existence. 


Apple also announced that it would begin selling its Lisa personal computer 
separate from a package of software and that it had cut Lisa's price by 18 
percent. The decision to sell Lisa without the software was seen by industry 


eae as a concession by Apple to retailers who wanted more flexibility in 
sales. , , , 


Texas Instruments Inc., which is working on a new version of its home 
computer, said its sales in July and August were even lower than it had 
expected. 


Mark Shepherd, Texas Instruments‘ chairman, told institutional investors in 
San Francisco that. if sales continued to lag, it could result in “a significant 
loss" for the year. The company previously reported a $119.2 million loss for 
the second quarter because of declining sales of home-computer consoles and 
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software. 


The heated competition in personal computers already has claimed some 
victins. 


‘Osborne Computer Corp., a pioneer in portable computers, filed for court. 


protection under Chapter 11 of the U.S. Bankruptcy Code on Sept. 13, although it 
continues to operate. 


This past week, Osborne, its principal banks and others were accused of fraud 
pee ate Shareholders in a lawsuit filed in federal court in San 
rancisco. 


The lawsuit charged that Osborne and the other defendants misled shareholders 
by, among other things, issuing a financial forecast for 1982 that predicted 
Osborne would earn about $9 million for the fiscal year ended last Nov. 27. 


The lawsuit alleged that Osborne, a closely held concern, lost $1 million in 
that fiscal year. Attorneys for Osborne and its banks denied the allegations in 
the lawsuit. 


The source of much of the pain being felt by certain computer companies is 
International Business Machines Corp., the computer industry giant that has 
moved rapidly toward the top of the personal computer market just two years 
after it, introduced its Personal Computer. 


While Apple and Texas Instruments were displaying their wounds this past 
week, some other companies moved closer to the fray. 


Hewlett-Packard Co. introduced the HP 150, a personal computer aimed at the 


business market. The company said it would spend $10 million advertising the new 
computer, much of it on a television campaign scheduled to start in November. 


Hewlett-Packard also announced plans to triple its 450 retail outlets in the 
next. 12 to 18 months in order to more efficiently market the new HP 150 
computer. 


Coleco Industries Inc., meanwhile, won government, approval to begin marketing 
its new Adam personal computer system. The Federal Communications Commission 
Said Adam met its technical standards, and Coleco said it intended to start “a 
significant quantity” of shipments in mid-October. Coleco initially had 
announced plans to start shipments in mid-August. 


In other business and economic developments this past week: 


The Commerce Department reported the gross national product _ the broadest 
measure of economic activity | is rising at a 7 percent annual rate in the, 
current quarter ending Sept. 30. The department also said GNP grew at a 9.7 
percent annual rate in the previous quarter, a revision from ifs earlier 
estimate of 9.2 percent. The report said prices, as computed on a measure based 
on the GNP, are rising at a mild 3.2 percent annual rate in the current quarter, 
the suallest quarterly rise since 1972. 


_ The Commerce Department said inflation, as measured by the Consumer Price 
Index, rose 0.4 percent in August, mainly because of higher food prices. As a 


EXIS NEX?S LEXIS NEXIS 











Services of Mead Data Central 
® WD tase 
The Associated Press, September 24, 1983 


result, inflation for the first eight months of the year was running at a 3.4 

percent annual rate, compared with a 3.9 percent increase in 1982. pleat 
ag government reported that, factory orders for durable goods rose 0.3 percent, 
in August. 


The stock market leaped to record heights twice as investors were encouraged 
by a moderating economic recovery and continued good news on the inflation. On 
Tuesday, the Dow Jones average of 30 industrial stocks surpassed the peak it had 
reached in June, and two days later it established a new record of 1,257.52. It 
Slipped a bit on Friday to finish at 1,255.59, a gain of 29.88 points on the 
week. 


Williams Cos. and Allen & Co. Inc. settled their takeover battle for 
Northwest Energy Co., announcing an agreement under which Williams, an energy 
and fertilizer producer, will buy Northwest for $725 million. Allen & Co., a New 
York investment house, will receive $26.7 million from Williams for stepping 
aside. Northwest's management originally had agreed to be acquired by Allen, but 
the deal fell apart after Williams made a bid. 


Texaco Inc., the nation's third largest. oi1 company, said it agreed in 
principle to buy Standard Oi1 Co. of California's refining and marketing 
operations in the United Kingdom, West Germany, Belgium, the Netherlands, 
Luxembourg and Denmark. A price was not disclosed, and Texaco said the 
negotiations were not complete. With the purchase, Texaco would increase the 
Daan: of Texaco-branded gasoline stations in those six countries from 3,400 to 

9 ® 


The Commerce Department said construction of new homes rose to the highest 
level in 4 1/2 years as housing starts last month reached an annual rate of 1.94 
hillion, up 8.4 percent, from fae a Separately, the department, reported that. 
Americans’ personal income rose 0 2 percent in August, while consumer spending 
fell 0.3 percent. 


A federal grand jury in New York charged Marc Rich & Co. AG and its two 
principal officers Marc Rich and Pincus Green with concealing more than 
$100 million in taxable income from oil trading activities in 1980 and 1981. The 
Si-count indictment charged that the actions by the huge commodities trading 
firm resulted in the evasion of more than $48 million in taxes. 
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Copyright § 1983 Facts on File, Inc.; 
Facts on File World News Digest 


September 23, 1983 
SECTION: U.S. AFFAIRS 
PAGE: Pg. 720 DZ 
LENGTH: 1297 words 


HEADLINE: Marc Rich Co., Founders, Associate Indicted; 
Tax Fraud Is Called Largest Ever 


BODY: 

A federal grand jury in New York City Sept. 19 handed up a 51-count. 
indictment against the Swiss-based Marc Rich & Co. AG that charged the 
commodities trading firm with evading some $48 million in U.S. taxes in 1980 and 
1981. Marc Rich AG's founders, an associate and the firm's U.S. unit were also 
named in the indictment. U.S. attorneys said the case represented the largest 
tax-evasion prosecution ever undertaken in the U.S. (See p. 621D3) 


The indictment of the huge international commodities trading firm followed an 
18-month investigation of Marc Rich AG. The investigation had been hampered by 
disputes between U.S. prosecutors and the nation of Switzerland. Because of 
Strict Swiss laws protecting business secrets, the Swiss government had seized 
Marc Rich AG papers in Switzerland that the U.S. had tried to subpoena. 


Differences between laws in the two nations were expected to further hamper 
prosecution of the case. One point of contention was expected to be the 
extradition of the company's founders, Marc Rich and Pincus Green. The men had 
left the U.S. for Switzerland in June and had refused on many occasions to 
appear in U.S. courts. 


Charges of Violating Iranian Boycott -- The Si-count indictment spanned a 
variety of federal charges. Besides tax evasion, the suspects and the indicted 
companies were charged with mail and wire fraud, pach eres violations of 
federal controls on o11 prices and tllegal purchases of o11 from Iran following 
the suspension of trade with that nation during the 1978-80 hostage crisis. If 
convicted on all counts, Marc Rich and Pincus Green could each be sentenced to 
as many as 325 years in prison. 


Concerning the Iranian boycott charges, the indictment, claimed Marc Rich 
firms had purchased illegally over 6 million barrels of crude oil from the 
tranian National O11 Co. for over $200 million. During the time the oll was 
purchased, President Carter had suspended trade with Iran in an effort to exert 
economic pressure on that nation in order to win a release of the American 
hostages being held there. 


U.S. prosecutor Morris Weinberg Sept. 19 said that Marc Rich firms managed to 
have some U.S. banks, which he did not name, unknowingly transfer funds out of 
the U.S. that were eventually used to pay Iran. The indictment did not say to 
whom the Mark Rich concerns sold the Iranian oil. 
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The indictment also charged that Marc Rich concerns violated federal controls 
on ofl prices that had been in effect from 1973 through early 1981. Through a 
“daisy chain” of transactions, the indictment alleged, Marc Rich companies had 
bought oi2 that had a low price ceiling and eventually sold the commodity as cil 
that had a higher price ceiling or no ceiling at all. Two Texas companies were 
described in the indictment as participating in the scheme, but neither was 
indicted. A former Marc Rich officer who traded in crude oil, Clyde Meltzer, was 
the Marc Rich associate who was also indicted in the case. According to the 
indictment, Meltzer participated in conspiracies to evade $33 million in taxes 
petro the total of $48 million that Marc Rich interests were accused of not 
paying. 


(According to the Wall Street Journal Sept. 22, government and industry 
records showed that during the period of price controls, some 400 million 
barrels of ofl with low price ceilings were produced in the U.S. that did not 
reach refineries. Records showed a similar amount of higher priced oi1 that was 
refined without any records of it having been produced, according to the 
Journal. The Journal quoted an Energy Department spokesman as saying that five 
major oil companies were currently under investigation for possible criminal 
violations concerning price controls. The Energy Department said it had 
recovered $79 million from 47 cases involving price violations by crude oil 
traders. The department was still pursuing over 100 such cases, the Journal 
ceported. (See p. 390C2; 1982, p. 861E2)) 


Marc Rich concerns evaded other taxes through “sham transactions*® that saw 
the U.S. unit pay artificially high prices for oil from the Swiss parent, 
company, according to the indictment. Such transactions had the effect of 
reducing profits -- and therefore taxes -- for the U.S. unit. The profits 
allegedly were transferred to Marc Rich operations where taxes were lower. 


Swiss-U.S. Controversy -- The Swiss government Sept. 21 filed a formal 
protest with the U.S. over U.S. attempts to obtain Marc Rich AG papers that were 
in’ Switzerland. The Swiss government in August had seized the papers in question 
from Marc Rich AG headquarters in Zug, Switzerland. 


The Swiss protest came in response to a U.S. Energy Department subpoena for 
papers concerning Marc Rich conerns’ o11 trades. (The Justice Department had 
earlier subpoenaed Marc Rich AG papers in Switzerland.) 


Matthias Kraft, a senior foreign ministry officer in Bern, said the subpoena 
calling for Marc Rich AG to deliver the papers to the U.S. violated 
international law because it infringed on Swiss sovereignty. The Swiss had 
seized the papers on the ground that releasing them to the U.S. would violate 
Swiss laws protecting business secrecy. 


(it had been reported earlier that U.S. and Swiss officials had met in 
Switzerland for preliminary talks on how the U.S, could obtain the papers.) 


U.S. prosecutors claimed Sept. 20 that the case against Marc Rich interests 
could be expanded if the Swiss papers could be brought to the U.S. Attorneys 
said the Swiss-held papers, which U.S. authorities had not seen, included — 
documents outlining plans to defraud the U.S. government. The attorneys also 
said the federal grand jury was investigating whether to indict Mare Rich 
concerns for obstructing justice by selling the Marc Rich U.S. subsidiary to 
former Marc Rich executives in June. €See p. 622E1] 
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_ (The Washington Post Sept. 16 cited Swiss accounts that the papers sought by 
the U.S. would reveal that Marc Rich interests served as the go-between for cil 
Sales from Soviet Bloc nations to South Africa. Soviet Bloc nations did not have 
formal diplomatic relations with South Africa.) 


Commenting on whether Marc Rich and Pincus Green would yoluntarily return 
to the U.S. to be tried, U.S. assistant attorney Lawrence B. Pedowitz said, “We 
have every reason to believe that Mr. Rich and Mr. Green will become fugitives 
from justice." 


_ According to the Wall Street. Journal, Justice Department officials met Sept. 
22 to decide on a strategy for having Rich and Green extradited to the U.S. Such 
an extradition would be governed by a treaty signed by Switzerland and the U.S. 
in 1900. Tax evasion was not among the crimes listed on the treaty that would 
Warrant extradition. Indeed, the U.S. had no income tax at the time the treaty 
was agreed to. The treaty did not “include modern crimes,“ according to Robert 
Herstein, an attorney for the Swiss government. 


The U.S. could also seek extradition based on a new treaty of international 
assistance that had gone into effect at the beginning of 1983. Under terms of 
that treaty, extradition could occur if the crime the men were charged with 
having committed was also a crime in Switzerland. It was not clear if the 
charges against Green and Rich would fall in that category. 


U.S. prosecutor Pedowitz said that the government, might also try to obtain a 
“superseding indictment" against the men. Such a document could be tailored to 
Win Swiss extradition of the suspects, according to sources quoted in the Wall 
Street Journal. 


Government lawyers said they would prosecute Marc Rich AG and its U.S. unit 
even if they could not bring Green and Rich himself to trial. If the companies 
were convicted, prosecutors said, the U.S. would seek to seize the company’s 
“hundreds of millions of dollars® in U.S. assets. 
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Copyright © 1983 Reuters, Ltd.; 
Reuters North European Service 


SEPTEMBER 21, 1983, WEDNESDAY 
LENGTH: 538 words 
HEADLINE: SWITZERLAND PROTESTS TO U.S. IN MARC RICH DISPUTE 
BYLINE: BY MARCUS FERRAR 
DATELINE: BERNE, SEPT 21 
KEYWORD: SWITZERLAND PROTESTS 


BODY: 
THE SWISS GOVERNMENT. FORMALLY PROTESTED TO WASHINGTON TODAY OVER U.S. 


ATTEMPTS TO SEIZE EVIDENCE AGAINST INTERNATIONAL COMMODITIES TRADER MARC RICH IN 
SWITZERLAND. 


MATTHIAS KRAFT, A SENIOR FOREIGN MINISTRY OFFICIAL, TOLD A PRESS CONFERENCE 
HERE THAT A U.S. ENERGY DEPARTMENT SUBPOENA OF AUGUST 25 ORDERING THE een 
SWISS-BASED COMPANY TO HAND OVER DOCUMENTS VIOLATED INTERNATIONAL LAW BECAUSE IT 
INFRINGED SWISS SOVEREIGNTY. 


_ SWISS AMBASSADOR ANTON HEGNER WAS DIRECTED TO MAKE A FORMAL. PROTEST AT THE 
U.S. DEPARTMENT OF STATE TODAY. 


THE JUSTICE MINISTRY MEANWHILE ORDERED MARC RICH AND CO A.G., WHICH IS BASED 


IN THE SWISS TOWN OF ZUG, TO. REFRAIN FROM HANDING OVER THE DOCUMENTS SOUGHT BY 
THE ENERGY DEPARTMENT. THE PENALTY FOR DISOBEYING THE ORDER WOULD BE UP TO THREE 
MONTHS IMPRISONMENT OR 20, 000 SWISS FRANCS (9,000 DOLLARS) IN FINES. 


MARC RICH, 49, AN AMERICAN OF BELGIAN ORIGIN, FACES TOGETHER WITH HIS 
COMPANIES AND ASSOCIATES THE LARGEST TAX EVASION CASE IN U.S. HISTORY. 


AN INDICTMENT ISSUED IN NEW YORK ON MONDAY ACCUSED THEM OF EVADING 48 MILLION 


DOLLARS OF TAXES IN THE UNITED STATES, MAIL AND WIRE FRAUD, RACKETEERING, 
CONSPIRACY AND ILLEGALLY BUYING OIL. FROM IRAN DURING THE TEHRAN HOSTAGE. CRISIS. 


THE ENERGY DEPARTMENT SUBPOENA ~~ AN ORDER TO PRODUCE EVIDENCE UNDER THREAT 
OF: COURT SANCTIONS -- WAS FOR PAPERS CONCERNING ALL OIL TRADES DONE BETWEEN. 
AUGUST 19, 1973, AND JANUARY 27, 1981. 


ON AUGUST 12, SWISS PROSECUTORS CONFISCATED DOCUMENTS WHICH MARC RICH WAS 
PREPARING TO SEND TO THE UNITED STATES FROM ZUG, TO COMPLY WITH ANOTHER SUBPOENA. 
ISSUED FOR THE TAX INVESTIGATIONS. 


THE JUSTICE MINISTRY AT THAT TIME CITED A SWISS ECONOMIC SECRECY LAW WHICH 
FORBIDS COMPANIES TO DIVULGE INFORMATION WHICH COULD HARM THIRD PARTIES --: IN 
MARC RICH'S CASE HIS CUSTOMERS. 


JUSTICE MINISTRY OFFICIAL LIONEL. FRET SAID SWISS AUTHORITIES HAD NOT SEIZED 


THE DOCUMENTS SOUGHT BY THE.ENERGY DEPARTMENT SO FAR, BUT HE DID NOT EXCLUDE 
THIS EVENTUALLY. 
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A.U.S. ATTORNEY (PROSECUTOR) SAID ON MONDAY THE AMERICAN AUTHORITIES WOULD 
SEEK THE EXTRADITION OF MARC RICH AND PINCUS GREEN, AN AMERICAN ASSOCIATE, 
FROM SWITZERLAND. SWISS GOVERNMENT SPOKESMAN ACHILLES CASANOVA SAID NO REQUEST 
baie BEEN RECEIVED SO FAR, AND HE DECLINED TO PREDICT HOW IT WOULD BE HANDLED 


FREI SAID THERE WAS NO INTENTION OF PROTECTING POSSIBLE CRIMINALS, BUT IT WAS 
UNACCEPTABLE THAT SANCTIONS SHOULD BE APPLIED IN SWITERLAND WITHOUT GOING 
THROUGH THE BERNE GOVERNMENT. 


THE FOREIGN MINISTRY OFFICIAL REPEATED A PREVIOUS INSISTENCE THAT THE U.S. 
AUTHORITIES USE ESTABLISHED LEGAL ASSISTANCE CHANNELS, ALREADY SUCCESSFULLY USED 
BETWEEN THE TWO: COUNTRIES 148 TIMES, HE SAID. THESE PROVIDE FOR THE SWISS 
AUTHORITIES TO HELP FOREIGN INVESTIGATIONS UNDER CERTAIN CIRCUMSTANCES. 


IF THE UNITED STATES USED THE LEGAL ASSISTANCE CHANNELS, THEY WOULD RECEIVE 
“THE FIRST CONCRETE INFORMATION® WITHIN THREE WEEKS, FREI SAID. HE DESCRIBED A 
U.S. ASSERTION THAT USING THE CHANNELS WOULD DRAG THE CASE OUT FOR YEARS AS 
EXAGGERATED. 


U.S. NEGOTIATORS AT TALKS ON THE AFFAIR IN BERNE EARLIER THIS MONTH REFUSED 


TO GIVE ASSURANCES THAT THE ENERGY DEPARTMENT SUBPOENA WOULD BE WITHDRAWN. ITS 
DEADLINE WAS DUE TO EXPIRE TODAY, THE OFFICIALS SAID. 
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LEVEL 1 - 24 OF 39 STORIES 


SECTION: Section Dy; Page 1, Column 3; Financial Desk 
LENGTH: 1052 words 

HEADLINE: MARC RICH MAY FACE NEW CHARGES 

BYLINE: By ERIC N. BERG 


BODY: 

Marc Rich and Pincus Green, the multimillionaire commodity traders indicted 
Monday for evading a record $48 million in taxes, may face additional charges of 
tax evasion and obstruction of justice as the grand jury ‘investigation of their 
dealings continues, Federal prosecutors said yesterday. 


Meanwhile, an official of Switzerland, where the two are believed to be 


hiding, said that his Government had begun to explore ways it might extradite 
Nr. Rich and Mr. Green to the United States. 


Tax evasion ts not a crime in Switzerland and would not be grounds for 
extradition, but the official said the indicted businessmen might be turned over 
to United States authorities if it could be proved they committed fraud or 
forgery for a crime other than tax evasion. 


' "'It is not our intent to protect a criminal,'' said Juerg Leutert, the legal 
attache to the Swiss Embassy, at a news conference in New York. ''And we 
certainly do not wish to frustrate the order of a United States court.’* 


Mr. Leutert, emphasized, however, that Swiss officials would scrutinize the 
charges against Mr. Rich and Mr. Green closely before deciding whether 
extradition could be undertaken under Swiss law. As part of a 5t-count 
indictment, Mr. Rich and Mr. Green are accused of resorting to fraud and 
racketeering to commit the largest tax evasion in United States history. 


The prosecutors said they would seek to bring new tax evasion charges against 
the commodity traders at least as large as those handed up Monday. The commodity 
traders, who are United States citizens, were also indicted for trading with the 
enemy by purchasing $200 million in Iranian oi1 when American hostages were 
being held fn Iran and trade with Iran was illegal. 


''The grand jury is continuing to investigate tax evasion involving amounts 
equal to or greater than the $100 million set forth in yesterday’s indictment,'' 
said Morris W. Weinberg Jr., the Assistant United States Attorney leading the’ 
investigation. 


In a packed courtroom before Federal Judge Leonard B. Sand, Mr. Weinberg said 
the grand jury was also investigating whether the traders had obstructed justice 
when they sold their controlling interest in Marc Rich & Company International, 
their United States trading unit. 


Sale in June 
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They sold Marc Rich International late in June, only one day after Judge Sand 
held Marc Rich & Company A.6., which is Marc Rich International's Swiss parent, 
in contempt of court for failing to turn over documents subpoeaned in a tax 
investigation. 


According to Mr. Weinberg, the grand jurors are also seeking to determine if 
obstruction of justice occurred when Marc Rich International loaded subpoeaned 
documents onto a plane about to depart for Switzerland. Mr. Weinberg said the 
jury would also attempt to ascertain if Mr. Rich or Mr. Green contributed to the 
Swiss Government's seizing of subpoeaned documents about a month ago. 


' To answer these questions, Mr. Weinberg said, ''We believe the first 
witnesses who should be called are Mr. Rich and Mr. Green.'' The men, however, 
have failed to appear in court for more than a year. 


Lawrence B. Pedowitz, chief of the criminal division for the United States 
Attorney's office, said: ‘'We have every reason to believe, based on their past 
behavior, that Mr. Rich and Mr. Green will become fugitives from justice. As 1 
understand it, Mr. Rich and Mr. Green are guests of Switzerland. They may become 
unwelcome quests.'' 


Trip to Berne Disclosed 


At the hearing, Mr. Pedowitz disclosed for the first time since Swiss 
authorities seized the Marc Rich documents that he and other Justice Department 
officials as well as representatives of the State Department traveled to Berne 
early this month to seek possession of the documents. 


But the United States delegation was unsuccessful. Although the Swiss were 


‘tat all times courteous,’' he said, they steadfastly refused to turn over the 
papers. 


The Swiss maintain that making the seized papers public might reveal 
proprietary information about companies with which Marc Rich does business. Such 
a move could violate the Swiss criminal code, which considers such disclosures 
‘economic espionage.'' 


The Swiss have also been miffed by what they consider the United States's 
failure to follow established diplomatic procedures to obtain the papers. ' 


According to Mr. Leutert, the Swiss continue to believe that the United 
States has no right to take documents from a foreign concern without following 
an established diplomatic procedure known as the mutual assistance treaty in 
criminal matters. 


He released the contents of a letter from the Swiss Ambassador, Anton Hegner, 
to Judge Sand in which the Swiss said they would turn over all the subpoeaned 
documents in three weeks if the United States followed the diplomatic route. The 
relinquished documents would have the names of third parties deleted. 


‘'They could get all the documents they want,‘' Mr. Leutert said. But 
referring to United States claims that producing the subpoganed documents would 
not violate Swiss law, he said: ‘‘It is inappropriate to take advice from a 


foreign nation about whether Swiss law is being violated.'' 
= »x¢ | S 
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Nonetheless, the United States continued yesterday to press its claim for the 
Mare Rich papers. In his court. remarks, Mr. Pedowitz said that the only business 
secrets in the documents seized by the Swiss were ‘‘plans to defraud the United 
States Government.'' He added: ''This we did not ‘think worthy of Swiss 
Government, protection.'' 


Claim to Be Withdrawn 


Hr. Pedowitz also said that his office had received word from Marc Rich 
lawyers that Marc Rich A.G., the Swiss-based concern, would withdraw its claim 
that it does not do business in the United States. This is an important point in 
the case, since in general United States law extends only ‘to companies with 
domestic interests. 


Judge Sand, who has been hearing the Marc Rich case for more than a year, 
will decide at a session today the status of a $50,000-a-day fine levied against 
Marc Rich A.G. June 29 after the firm was held in contempt. So far, Mare Rich 
A.G. has paid more than $2 million. 


Federal prosecutors have said they will attempt to seize Mr. Rich's 50 
percent interest in the 20th Century-Fox Film Corporation if they convict either 
Mr. Rich or any of his firms. 


GRAPHIC: photo of Mare Rich 

SUBJECT: TAX EVASION; EXTRADITION; TAXATION; FEDERAL TAXES (US) 
ORGANIZATION: MARC RICH & CO AG 

NAME? RICH, MARC; GREEN, PINCUS; BERG, ERIC N 

GEOGRAPHIC: SWITZERLAND 
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Copyright © 1983 McGraw-Hill, Inc.; 
Platt’s Oilgram News 


September 21, 1983, Wednesday 
SECTION: UNITED STATES; Vol. 61, No. 183; Pg. 4 
LENGTH: 425 words 
HEADLINES U.S. CONTINUES MARC RICH PROBE, GRAND JURY 'CONCERNED' OVER OIL DEALS 
DATELINE: New York 9/20 


BODY: 

A federal grand jury here is looking into possible “tax evasion schemes” by 
Marc Rich & Co. International that are “at or larger than" the alleged 
$48-million evasion charged in Sept. 19 indictment (ON 9/19), a U.S. attorney 
Said in U.S. District, Court in Manhattan today. 


“Also, the chief of the criminal division for the Justice Dept. in New York's 
Southern District, Lawrence B. Pedowitz, told OILGRAM NEWS that there's 
*continuing concern about oi1 transactions“ in the grand jury investigation. 


He noted that subpoenas have been issued to U.S. oi2 firms, and that the 
department. “has received information from some American oil companies“ as part. 
of the investigation. 


'Golden Nuggets’ 


Pedowitz said during today’s court hearing that documents previously seized 
by the government of Switzerland (ON 9/12) are extremely important to both the 
current. indictment and the continuing grand jury probe. “We know a great deal 
about the oil transactions discussed in those documents," he said. “They are 
the golden nuggets.” 


However, it, doesn’t seem as though the Swiss government is ready to surrender 
the documents the U.S. has requested. In a letter to U.S. District Court Judge 
Leonard 8. Sand, who has been holding hearings on the case, Swiss Ambassador to 
the U.S. Anton Hegner said that. "in the absence of a formal request, for 
assistance under the Federal Act, on International Mutual Assistance in Criminal 
Matters, any examination of the dacuments by the U.S. Attorney is forbidden by 
Swiss law." ’ : 


U.S. attorneys said that seeking the documents via such a request would lead 


to appeals by third parties mentioned in the papers and result in possible 
delays of “two or three years." 


They said, however, that the U.S. would continue to negotiate with the Swiss 


for access to the documents, and that they hoped for Swiss governaent 
cooperation in the extradition of Marc Rich and Pincus Green to the U.S. 


Future Hearings 


_ Another hearing will be held, perhaps as soon as Sept. 21, to determine if 
Marc Rich & Co. International should continue to pay the $50,000/day fine 
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Judge Sand imposed on June.29 (ON 7/214). 


A further hearing was scheduled for Oct.. 3 on whether Marc Rich International 
is still in contempt of its civil conviction concerning failure to turn over 
subpoenaed -docunents. 


Further hearings on whether Marc Rich International's: sale of its U.S. assets 
WaS an arms-length agreement or, as the U.S. contends, a sham, have been 
postponed until the grand jury completes its investigation. 
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materials may not be republished without the express written consent of The 
Associated Press. 
September 20, 1983, Tuesday, PM cycle 
SECTION: Business News 
LENGTH: 206 words 
DATELINE: NEW YORK 
KEYWORD: Business Highlights 
BODY: 
In what authorities said was the largest U.S. tax case ever prosecuted, Marc 


Rich & Co. A.G. and two owners of the Swiss commodities trading giant have been 
indicted on charges of evading $48 million in taxes. 





The 5i-count, indictment handed up Monday by a federal grand jury in Manhattan 
also charged businessmen Marc Rich and Pincus Green with "trading with the 
enemy” by buying $200 million worth of oi1 from Iran during the Iranian hostage 
crisis. 


The oi1 purchases with Iran were made after the Nov. 4, 1979, seizure of ‘the 


U.S. embassy in Tehran and after the administration of President Carter declared 
it. illegal to trade with Iran, according to the charges. 





The grand jury alleged that, the company dodged taxes by concealing $100 


willion in illicit profit earned by sidestepping federal price controls on 
domestic oil. 


‘The indictments came after an investigation by the FBI, Internal Revenue 
Service and Customs Service that was marked by controversy. 


Marc Rich A.6. was fined $50,000 a day starting June 29 for refusing to yield 
subpoenaed documents. After it agreed to turn over the papers, the company tried 
to ship them to Switzerland. The documents were seized by federal agents at 
Kennedy International Airport. 
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SECTION: Section B; Page 1, Column 1; Metropolitan Desk 
LENGTH: 852 words 


HEADLINE: NEWS SUMMARY ; 
TUESDAY, SEPTEMBER 20, 1983 


BODY: 
International 


‘American forces directly supported the Lebanese Army for the first time. A ( 
Navy cruiser and destroyer moved to within nearly a mile of Beirut's shore and 
fired five-inch shells around the ridge town of Suk al Gharb, which is besieged 
oe backed Druse militiamen and Palestinian guerrillas. (Page Al, Col. 


The defense of Suk al Gharb is vital to American interests because the. fall 
of the Lebanese Army outpost could undermine the stability of the Lebanese 
Government, according to senior Administration officials. (A1:5.) 


Wider operations in Central America by the United States armed forces are 
being planned by Deputy Defense Secretary Paul Thayer, according to Pentagon 
memorandums. The mewos also said that Mr. Thayer planned to place a new emphasis 
on projecting United States military power to the Persian Gulf. (A1:4.) 


U.N. members were encouraged to consider removing the organization from the 
United States if they believed that Washington was failing in its obligations as 
host county. The suggestion was made by an American delegate, Charles M. 
Lichenstein, in a heated exchange over the Kremlin's decision not to send 
Foreign Minister Andrei A. Gromyko to the opening of the General Assembly 
because of restrictions imposed by Washington on his flight plans. (A1:2-3.) 


Improved tracking of planes on oceanic routes was urged by the head of the 
Air Line Pilots Association. The official, Capt. Henry Duffy, suggested to a 
House panel that a civil system should be "developed using satellites to insure 
ne traffic-control centers on shore know the precise positions of planes. 
(A9=1.} 


National 


r 


Rowan Catholic and Lutheran theologians are preparing to announce significant, 
agreement on the doctrine that was at the heart of the Lutheran split with Rome. 
The doctrine of justification seeks to explain how sinful humanity can be 
considered righteous in the sight of God. The two groups have chosen to 
emphasize their common view that only God's grace can bring salvation. (A1:1-2.) 


The MX missile was called a threat to the future of the world by a group of 


14 Roman Catholic bishops who cited the American bishops’ pastoral statement on 
war and peace. (A21°2-4.) 
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The purloining of campaign data in 1980 by Ronald Reagan‘s organization was 
apparently systematic, according to the chatrman of a House investigating 
committee. The chairman, Representative Donald J. Albosta, Democrat of Michigan, 
Said that investigators had uncovered evidence indicating ‘'an organized 
effort’’ by the Republican campaign group to obtain materials from the Carter 
White House, including the National Security Council. (A18°1-2.) 


The largest income tax-evasion case in American history was reported by the 
Justice Department. It said a Federal grand jury had indicted Marc Rich and 
Pincus Green, two major commodity traders, on 51 counts of tax evasion, 
eigen and fraud. The two are accused of evading $48 million in taxes. 
33-5.) 


The biggest pure science endeavor ever has been proposed by American 
physicists. Their goal 1s to build an atom smasher whose circular tunnel would 
stretch anywhere from 60 to 120 miles around. The proposed machine, whose site 
has yet to be selected, would push protons to energies 40 times greater than 
those now attainable by the most powerful accelerator in the world. (C1:3-5.) 


Metropolitan 


Police brutality against minority groups is more pervasive than the New York 
City Police Department or Mayor Koch have acknowledged and their response to the 
problem has been inadequate, according to more than two dozen New Yorkers. 
Citing statistics and giving emotinal personal accounts, they testifed at a 
House hearing held in a cavernous drill hall in a Harlem armory. (A1°1.) 

4 


A landmark exhibit of Jewish objects will be ‘displayed in New York next year 
as part of a nationwide tour, the Smithsonian Institution announced. The 
exhibit, called ''The Precious Legacy,'’ contains centuries of artistic and 
historical objects that were preserved’ by Nazi Germany to create.a ‘'museum of 
an extinct race.'' The collection is now stored in the State Jewish Museum in 
Prague. (A18:1-4.) 


A Connecticut bridge inspector accused of forgery and altering his inspection 


notes after the collapse of a 100-foot section of a Connecticut Turnpike bridge 
in Greenwich was placed on one year's probation and ordered to perform 150 hours 
of community service. (BI0:1.) 


A Bronx murder trial jury heard testimony that Nat Masselli, a witness in the 
Federal investigation of Labor Secretary Raymond J. Donovan, was slain last year 
to: prevent him and his father from cooperating with the investigation. The 
testimony came from a former cellmate of the accused murderer. (B3:5-6.) 


Thousands remain in hospitals long after they can benefit from such costly, 
intensive care when they might be cared for in less expensive facilities. 
Countless families of chronically 111 patients remain suspended in a soctety 
grappling with new abilities to prolong life and the dilemma of where to house 
those people who are heing saved. (B81:3-5.) Page D1 


TYPE: Summary 
SUBJECT: Terms not available 
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Associated Press. 


September 19, 1983, Monday, AM cycle 
SECTION: Business News 
LENGTH: 774 words 
HEADLINE: Trading Giant Indicted on Tax Charges 
BYLINE: By PAUL MOSES, Associated Press Writer 
DATELINE: NEW YORK 
KEYWORD? Marc Rich 


BODY: 


Marc Rich & Co. A.G. and two owners of the Swiss commodities trading giant 
were indicted Monday on charges of evading $48 million in taxes. Authorities 
Said it. was the largest U.S. tax case ever prosecuted. 


The 5i-count indictment handed up by a federal grand jury in Manhattan also 
charged businessmen Marc Rich and Pincus Green with “trading with the enemy” 
by buying $200 million worth of oil from Iran during the Iranian hostage crisis. 


The oil purchases with Iran were made after the Nov. 4, 1979, seizure of the 


U.S. embassy in Tehran and after the administration of President Carter declared 
it illegal to trade with Iran, according to the charges. 


The grand jury alleged that the company dodged taxes by concealing $100 
tillion in illicit. profit earned by sidestepping federal price controls on 
domestic oil. 


The inditments came after an investigation by the FBI, Internal Revenue 
Service and Customs Service that was marked by controversy. 


Marc Rich A.G. was fined $50,000 a day starting June 29 for refusing to yield 
subpoenaed documents. After it agreed to turn over the papers, the company tried 
to ship them to Switzerland. The documents were seized by federal agents at. 
Kennedy International Airport. 


The company maintained that it had to show the papers to a lawyer in 
Sui tzerland. 


Swiss police then impounded other documents U.S. prosecutors wanted, and 
international negotiations have been held on the dispute. The Swiss were 
concerned whether Swiss laws involving economic secrets were being respected. 


The defendants all were charged with racketeering, punishable by up to 20 
years in prison and a $25,000 fine. They were identified as: 
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Rich, 49, formerly of Manhattan and Long Beach, N.Y., the chairman of the 
company carrying his name; 


Green, 49, formerly of Brooklyn, N.Y., a director of the Swiss company and 
president ‘of its U.S. affiliate; 


Clyde Meltzer, 38; of New York; an executive at the company’s U.S. 
affiliate; 


Marc Rich & Co. International Ltd., the Swiss company's U.S. affiliate, 
which authorities assert remains connected to the parent despite its recent 
announcement of a change in ownership; 


Marc Rich & Co. A.G., one of the world’s leading oil-trading firms, based in 
Zug, Switzerland. 


U.S. Attorney Rudolph Giuliani said the government is seeking to confiscate 
the stock in Marc Rich A.G. held by its affiliate, Rich and Green. He said this 
could amount to hundreds of millions of dollars, making it the largest seizure 
ever asked under federal racketeering law. 


Giulfani said both Rich and Green apparently have fled the country and are 
living in Switzerland. The U.S. government will attempt to have them extradited, 
he said. 


Investigators have received information that Rich is trying to renounce his 
US. citizenship and become a cttizen of Spain, the prosecutor said. 


The indictment charges that the Marc Rich International company took. 


price-controlled domestic oi2 and passed it through a “daisy chain* of resales 
So that it would appear to be “uncontrolled* oil. 


_ The U.S. subsidiary then bought the oil back and sold it at unreguiated, 
higher prices; according to the charges. 


The company added “the ‘insult’ of tax evasion to the ‘injury' of deliberate 
violations of the federal oi1 price controls," Giuliani said. 


The indictment, charged that 1980 and 1981 taxes on the profits were avoided 
by falsely listing the income to two Texas oil resale companies, Listo Petroleum 
of Houston and West Texas Marketing of Abilene. The profits were diverted back 
to‘ the Marc Rich parent company, which paid no federal income tax because it is 
Swiss, the indictment charged. 


Meltzer was an executive at Listo Petroleum before working for the Marc Rich 
subsidiary, according to Assistant U.S. Attorney Morris Weinberg Jr. 


Rich, Green and the two Marc Rich companies have previously denied the 


allegations while contesting the federal investigation in court. A woman who 
answered the telephone at Meltzer's office said “no information will be given* 


and hung up. 


Peter Fleming, a lawyer who represented the Marc Rich company during earlier 
court hearings, was not. available for comment at his office. 
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The Marc Rich Interntional company says it {5 no longer connected to the 
Swiss parent. It aperates under the name: Clarendon Ltd., and.raintains that 
Green and and Rich no longer are involved. 


Federal: prosecutors. have charged this was.a ploy designed to throw off ‘the 
investigation. 


A hearing, scheduled last month, is to be held ‘Tuesday on whether the Marc 


Rich company flouted court orders during the investigation and whether the sale 
of its subsidiary was legitimate. 
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September 19, 1983, Monday, BC cycle 
SECTION: Business News 
LENGTH: 349 words 
BYLINE: By PAUL MOSES, Associated Press Writer 
DATELINE: NEW YORK 
KEYWORD: Mare Rich 


BODY: 
Swiss commodities trading giant Marc Rich & Co. A.G. and two of its owners 
were indicted Monday on charges of dodging $48 million in taxes in what 
authorities said was the largest U.S. tax case ever prosecuted. 


A 5i-count. indictment also charged businessmen Marc Rich and Pincus Green 
with “trading with the enemy” by buying $200 million worth of o11 from Iran 
during the Iranian hostage crisis. 


The oil purchases with Iran were made after the Nov. 4, 1979, seizure of the 
U.S. embassy in Tehran and after the Carter administration declared it illegal 
to trade with Iran, according to the charges. 


| A federal grand jury tn Manhattan charged that the company dodged taxes by 
concealing $100 million in illicit profit earned by sidestepping federal price 
controls on domestic oil. 


The defendants all were charged with racketeering, punishable by up to 20 
years in prison and a $25,000 fine. 


| 
; 


They were identified as: 


Rich, 49, formerly of Manhattan and Long Beach, N.Y., the chairman of the 
company carrying his name; 


Green, 49, formerly of Brooklyn, N.Y., a director of the Swiss company ‘and 
president. of its U.S. affiliate; 


Clyde Meltzer, 38, of New York, an executive at the company’s U.S. 
affiliate; 


Marc Rich & Co. International, Ltd., the Swiss company's U.S. affiliate, 
which authorities assert remains connected to the parent despite its recent. 
announcement of a change in ownership; 


Marc Rich & Co., A.G., one of the world's leading oil-trading firms, based 
in Zug, Switzerland. 
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U.S. Attorney Rudolph Giuliani said the government is seeking to confiscate 
the stack in Marc Rich A.G. held by its affiliate, Rich and Green. 


_ He said this could awount, to hundreds of millions of dollars, making it the 
largest seizure ever asked under federal racketeering law. 


‘Giuliani said both Rich and Green apparently have fled the country and are 
alba in Switzerland. The U.S. government will attempt to have them extradited, 


Investigators have received information that. Rich is trying to renounce his 
U.S. citizenship and become a citizen of Spain, the prosecutor said. 
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September 19, 1983, Monday, AM cycle 
SECTION: Domestic News 
LENGTH: 774 words 





HEADLINE: Trading Giant Indicted on Tax Charges 
BYLINE: By PAUL MOSES, Associated Press Writer 
DATELINES NEW YORK 
KEYWORD: Marc Rich 
BODY: 

Marc Rich & Co. A.G. and two owners of the Swiss commodities trading giant 


were indicted Monday on charges of evading $48 million in taxes. Authorities 
Said it was the largest U.S. tax case ever prosecuted. 


The 54-count indictment handed up by a federal grand jury in Manhattan aiso 


charged businessmen Marc ‘Rich and Pincus Green with “trading with the eneay* 
by buying $200 million worth of oil from Iran during the Iranian hostage crisis. 


The oil purchases with Iran were made after the Nov. 4, 1979, seizure of the 
U.S. embassy in Tehran and after the administration of President Carter declared 
it illegal to trade with Iran, according to the charges. 


The grand jury alleged that the company dodged taxes by concealing $100 
million in illicit profit earned by sidestepping federal price controls on 
domestic oil. 


The inditments came after an investigation by the FBI, Internal Revenue 
Service and Customs Service that was marked by controversy. 


Marc Rich A.G. was fined $50,000 a day starting June 29 for refusing to yield 
subpoenaed documents. After it agreed to turn over the papers, the company tried 
to ship them to Switzerland. The documents were seized by federal agents at 
Kennedy International Airport. 


The company maintained that it had to show the papers to a lawyer in 
Switzerland. 


Swiss police then impounded other documents U.S. prosecutors wanted, and 
international negotiations have been held on the dispute. The Swiss were 
concerned whether Swiss laws involving economic secrets were being respected. 


The defendants all were charged with racketeering, punishable by up to 20 
years in prison and a $25,000 fine. They were identified as: 
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-Rich, 49, formerly of Manhattan and Long Beach, N.Y., the chairman of the 
company carrying his name; 


~Green, 49, formerly of Brooklyn, N.Y., a director of the Swiss company and 
president of its U.S. affiliate; 


~Clyde Meltzer, 38, of New York, an executive at the company's U.S. 
affiliate; 


Marc Rich & Co. International, Ltd., the Swiss company’s U.S. affiliate, 
which authorities assert remains connected to the parent despite its recent 
announcement of a change in ownership; 


~Marc Rich & Co., A.G., one of the world's leading oii-trading firms, based 
in Zug, Switzerland. 


U.S. Attorney Rudolph Giuliani said the government is seeking to confiscate 
the stock in Marc Rich A.G. held by its affiliate, Rich and Green. He said this 
could amount, to hundreds of millions of dollars, making it the largest seizure 
ever asked under federal racketeering law. 


‘Giuliani said both Rich and Green apparently have fled the country and are 


living in Switzerland. The U.S. government will attempt to have them extradited, 
he said. 


' Investigators have received information that Rich is trying to renounce his 
U.S. citizenship and become a citizen of Spain, the prosecutor said. 


The indictment charges that. the Marc Rich International company took 


price-controlled domestic oil and passed it through a “daisy chain“ of resales 
so that 1t would appear to be “uncontrolled oil. 


The U.S. subsidiary then bought the oil back and sold it at unregulated, 
higher prices, according to the charges. 


The company added "the ‘insult of tax evasion to the 'injury' of deliberate 
violations of the federal o11 price controls," Giuliani said. 


The indictment charged that 1980 and 1981 taxes on the profits were avoided 
by falsely listing the income to two Texas oil resale companies, Listo Petroleun 
of Houston and West Texas Marketing of Abilene. The profits were diverted back 
to the Marc Rich parent company, which paid no federal income tax because it is 
Swiss, the indictment charged. 


‘Meltzer was an executive at Listo Petroleum before working for the Marc Rich 
subsidiary, according to Assistant U.S. Attorney Morris Weinberg, Jr. 


Rich, Green and the two Marc Rich companies have previously denied the 
allegations while contesting the federal investigation in court. A woman who 
answered the telephone at Meltzer's office said “no information will be given" 
and hung up. 


Peter Fleming, a lawyer who represented the Marc Rich company during earlier 
court hearings, was not available for comment at his office. 
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The Marc Rich. Interntional company says it is no longer connected to the 
‘Swiss parent. It operates under the name Clarendon, Ltd., and maintains that 
Sreen and and Rich no longer ‘are involved. 


Federal prosecutors have charged this was a ploy designed to throw off the 
investigation. 


A hearing, scheduled last month, is to be held Tuesday on.whether the Marc 
Rich: company flouted court orders during the investigation and whether the sale 
of its subsidiary was legitimate. 


C~S 
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September 19, 1983, Monday, BC cycle 
SECTION: Domestic News 
LENGTH: 349 words 
BYLINE: By PAUL MOSES, Associated Press Writer 
DATELINE: NEW YORK 
KEYWORD: Marc Rich 
BODY: 
Swiss commodities trading giant, Marc Rich & Co. A.G. and two of its owners 


were indicted Monday on charges of dodging $48 million in taxes in what, 
authorities said was the largest U.S. tax case ever prosecuted. 


A 5i-count indictment also charged businessmen Marc Rich and Pincus Green 
With “trading with the enemy” by buying $200 million worth of of1 from Iran 
during the Iranian hostage crisis. 


The oil purchases with Iran were made after the Nov. 4, 1979, seizure of the 
U.S. embassy in Tehran and after the Carter administration declared it illegal 
to trade with Tran, according to the charges. 


A federal grand jury in Manhattan charged that the company dadged taxes by 
concealing $100 million in i1licit profit, earned by sidestepping federal price 
controls on domestic ail. 


The defendants all were charged with racketeering, punishable by up to 20 
years in prison and a $25,000 fine. 


They were identified as: 


“Rich, 49, formerly of Manhattan and Long Beach, N.Y., the chairman of the 
company carrying his name; 


~Green, 49, formerly of Brooklyn, N.Y., a director of the Swiss company and 
president of its U.S. affiliate; 


Clyde Meltzer, 38, of New York, an executive at the company‘s U.S. 
affiliate; 


“Marc Rich & Co. International, Ltd., the Swiss company's U.S. affiliate, 
which authorities assert remains connected to the parent despite its recent, 
announcement of a change in ownership; 


-Marc Rich & Co., A.G., one of the world's leading oil-trading firms, based 
in Zug, Switzerland. 
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U.S. Attorney Rudolph Giuliani said the. government is seeking to confiscate 
the stock in Marc Rich A.G. held by. its. affiliate, Rich.and-Green. 


He said this could amount to hundreds of millions of dollars, making it, the 
largest.seizure ever asked under federal. racketeering law. 


Giuliani said both Rich-and Green apparently have fled the country and are 
ely in Switzerland. The U.S. government will attempt to have them extradited, 
@ said. 


Investigators have received information that Rich is trying to renounce his 
U.S. citizenship and become a citizen:of Spain, the prosecutor said. 
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HEADLINE: JUDGE SETS AUG. 22 MARC RICH HEARING, DEMANDS ‘KNOWLEDGEABLE’ PERSONS 
APPEAR 


DATELINE: New York 8/16 


BODY = 
U.S. District Judge Leonard D. Sand has scheduled an evidentiary hearing to 
begin on Aug. 22 in Manhattan Federal Court to look into several controversial 
matters surrounding a.Grand Jury investigation of alleged tax fraud by 
Swiss~based Marc Rich & Co. A.G. (ON 8/9, 7/26). 


The U.S. Attorney's office urged Sand to require the personal appearance of 
Marc Rich and Pincus Green, the principal owners of the multi-billion dollar 
commodities trading company. However, Sand, for the present time at least, 
turned that. suggestion aside by saying that. if at the hearing persons who are 
“knowledgeable* don’t appear this would be a matter which the court may consider 
“in drawing inferences « . ." 


First of all, Sand said that the court will want to know if the “purported 
sale of assets® of Marc Rich & Co. International, to a company called Clarendon 
Ltd.-.was a legitimate transaction as claimed by the company or if it was a “sham 
and a subterfuge for the sole purpose of frustrating the orders of this court." 
Several European stockholders of Marc Rich & Co. International are members of 
the new Clarendon firm. However, neither Marc Rich nor Pincus Green are 
wembers of the new company. 


‘Steamer Trunk Caper' 


Sand said that one of the questions which he would regard as being within the 
scope of the hearing is “whether the court should entertain the possibility of 
sanctions directed to the further conduct in the United States of any business 
whatsoever by Marc Rich A.G. and Clarendon Ltd.“ 


The hearing will look into what the judge called “the steamer trunk caper." 
This was in reference to the attempt of Clarendon to ship two steamer trunks, 
full of documents, to Switzerland to be reviewed there by a New York lawyer. The 


trunks were taken off the plane by federal agents minutes before it was to take 
off. 


In his extended remarks late Aug. 15, Sand seemed to leave the door open to 
the possibility that the evidentiary hearing could be avoided when he said: "1 
certainly urge that. between now and a week from today, that efforts to resolve 
this matter harmonfously will go forward.* 
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August. 15, 1983, Monday, AM cycle 
SECTION: Domestic News 
LENGTH: 561 words 
HEADLINE: Judge Orders Hearings On Whether Firm Can Continue Operations 
BYLINE: By PAUL MOSES, Associated Press Writer 
DATELINES NEW YORK 
KEYWORD: Marc Rich 


BODY: 

_ A federal judge ordered hearings Monday that he said will determine whether 
the Swiss commodity-trading giant Marc Rich & Co. 4.G. or a related firm may 
continue their multi-billion dollar aperations in the United States. 


The judge said he would find out at an Aug. 22 hearing in U.S. District. Court 
in Manhattan if the company has been truthful in explaining its failure to turn 
over records subpoenaed by a federal grand jury a year and a half ago. 


If it has not, Judge Leonard B. Sand said, he could impose punishment 


“directed to the further conduct in the United States of any business whatsoever 
by: Marc Rich A.G. or Clarendon,“ a related company. 


The judge's decision came on the heels of a move by Swiss federal prosecutors 
that has turned the dispute over a tax evasion investigation into an 
international incident. 


Last Friday night, Swiss police seized documents that the company had agreed, 
after 18 months of dispute, to give U.S. prosecutors. Company attorney Morton 
Maneker said Swiss police have begun a criminal investigation to determine if 
the company would violate Swiss law by disclosing economic secrets. 


“The United States Department of Justice forced a Swiss entity to violate a 


Swiss law," said Jurg B. Leutert, first secretary of legal affairs for the Swiss 
government. 


Leutert said the U.S. Justice Department has failed to contact the Swiss 
Department of Justice as required by treaties and agreements between the 
countries. 


The U.S. Justice Department issued a statement saying, “From everything we 
know about them, their surrender would constitute no violation or attempted 
violation of Swiss law." 
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The U.S. judge imposed a $50,000 a day contempt of court fine for failure to 
release the records. It has been accumulating stnce June 29. 


The judge said he does not have authority over Marc Rich company operations 
in‘Switzerland, but that he {s concerned with the business’ activities in the 
United States. The company is under investigation on charges that it dodged 
taxes on $20 million in-U.S. profits on oil deals it brokered in 1979 and 1980. 


He will inquire into the sale of Marc Rich‘s U.S. subsidiary to a group of 
its own Shareholders. The sale came one day after the judge tmposed the $50,000 
a day fine, and federal prosecutors charged that Marc Rich was trying to get rid 
of its U.S. assets to avoid American authorities. 


‘The new company formed after the sale, Clarendon A.G., has denied this. 


Both Clarendon and Marc Rich A.G. said they are doing their best to comply 
with court orders and the subpoena. 


The judge said he also wants to investigate what he called “the steamer trunk 
caper.” This was a reference to two steamer trunks of documents seized by U.S. 
agents last week at, Kennedy Airport shortly before they were to be sent to 
Switzerland. 


The judge said he wanted to investigate whether the documents _ which Marc 


Rich and Clarendon had agreed to turn over to federal prosecutors _ were being 
sent to Switzerland with advanced knowledge that Swiss police would seize then. 


Assistant U.S. Attorney Morris Weinberg, Jr., asked the judge to order 
businessmen Marc Rich and Pincus Green targets of the investigation who have 
been in Switzerland _ to appear at the hearing. 


The judge would not order this, but said he would consider failure to produce 
isportant witnesses in deciding the case. 
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July 29, 1983, Friday, PM cycle 
SECTION: Business News 
LENGTH: 444 words 
BYLINE: By PAUL MOSES, Associated Press Writer 
DATELINE: NEW YORK 
KEYWORD: Marc Rich 


BODY: 

_ Federal prosecutors have moved to freeze $27.5 million in assets of Marc Rich 
& Co. AG, a major commodities trader fined $50,000 a day a month ago for failing 
to release records to a grand jury. 


The amount would secure the fine for 18 months, the maximum penalty for a 
civil contempt of court. 


‘Assistant U.S. Attorney Morris Weinberg Jr. said authorities already had 
served restraining orders freezing about $2 million in the company’s assets at 
Chase Manhattan Bank; Marc Rich's U.S. unit; Guam O11 & Refining Co.; two of 
Marc Rich company’s lawyers; Atlantic Richfield Co.; Standard O11 Co. (Ohio); 
and TCF Holding Inc., the parent of 20th Century-Fox Film Corp. The film company 
is half-owned by Marc Rich & Co. AG. ; , 


_ Thursday's government request would increase the amount frozen to $27.5 
million. 


The dispute stems from a federal grand jury investigation in Manhattan of 
alleged tax evasion by the company's American subsidiary and two principals, 
businessmen Marc Rich and Pincus Green. 


U.S. District Judge Leonard B. Sand held the company in civil contempt. of 
court, a decision upheld on. appeal, and imposed a $50,000 a day fine effective 
June 29. The company 1s appealing the fine, but prosecutors said they might ask 
for it to be increased because the company has not been coerced into releasing 
its records. 


On Thursday, the company paid $1.35 million toward the fine, but federal 
prosecutors made it clear that the U.S claim had not been satisfied. Weinberg 
filed a request to increase the amount of Marc Rich assests that were frozen to 
$27.5 million at each company. The value of the assets included in such an order 
is doubled, meaning the goverment, request would freeze up to $55 million in Marc 
Rich assets at each company. 


Asking that the total amount of the fine be frozen at each company was 
believed to be an attempt to make sure the $27.5 million is frozen. 
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The government request is to be argued before the judge at U.S District Court 
in' Manhattan on Monday. 


The company defied the order to pay ‘the: fine’ and sold its U.S. subsidiary in 
‘an’alleged attempt to avoid seizure of its: assets by the federal government. In 
a hearing. Thursday, Sand. said. that the “purported sale .... has all the 
appearance of being a ploy to frustrate" his orders. 


Federal authorities also are seeking an order barring the company from 
transfering assets from Clarendon AG, the unit that appeared in place of ‘its 
American subsidiary, Marc Rich &: Co. International Ltd. 


The company, did not have any comment on the case. It has maintained ‘it is 
unable to release the. documents because of a court order in Switzerland that 
holds they are confidential. 





LEXIS NEXIS LEXIS NEX 











Services of Mead Data Central 


® e PAGE 60 


LEVEL t ~ 35 OF 39 STORIES 


Copyright @ 1983 The New York Times Company; 
The New York Tines 


July 29, 1983, Friday, Late City Final Edition 
SECTION: Section D; Page 1, Column 6; Financial Desk 
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HEADLINES $1.3 MILLION MARC RICH FINES PAID 
BYLINE: By ARNOLD H. LUBASCH 


BODY: 


Marc Rich & Company A.G., a major international commodities trader, paid 
$1,350,000 yesterday toward a $50,000-a-day fine that began June 29. 


The continuing daily fine, paid in Federal District Court in Manhattan, was 
imposed by Judge Leonard B. Sand for the company's refusal to provide records 
that were subpoenaed for a Federal grand jury's investigation of the company for 
possible tax evasion. 


On July 15, Judge Sand ordered the company to pay the $1 million in fines 
that had accrued by July 18 and then to pay $200,000 each Friday and $150,000 
each Monday for as long as the company failed to turn over the records. 


The company, a Swiss corporation with a subsidtary based in New York, failed 
to pay the accummulating fine until yesterday afternoon, when its lawyers 
delivered a check to the cashier of the clerk's office in the Federal 
courthouse. The check covered the fine that had accumulated by Monday, thereby 
complying with the judge’s payment order to date. a 


The continuing fine, which resulted from a ruling by Judge Sand holding the 
company in contempt of court, was designed to coerce the company to comply with 
the grand jury‘s subpoena. According to court papers previously filed by Morris 
Weinberg Jr., the Federal prosecutor in charge of the case, the grand jury was 
investigating allegations of an extensive tax-evasion scheme conducted by the 
Rich company. 


Diversion of Funds Charged 


_ Mr. Weinberg said the company's New York subsidiary, Marc Rich & Company 
International Ltd., had diverted millions of dollars in taxable income to the 
Swiss parent company in a plan to evade taxes in the United States. 


The subpoena concerned crude oil transactions during 1980 and 1981. Last 
Friday, Mr. Weinberg told Judge Sand that the Swiss company had secretly sold 
the New York subsidtary to.a group of the company’s European shareholders in an 
attempt to prevent Federal authorities from seizing its assets in this country 
as payment of the fine. The sale of the subsidiary, to a company called 
Clarendon Ltd., was made on June 30, the day after the $50,000-a-day fine began, 
Mr. Weinberg noted, adding that the sale was a ploy to ‘'avoid the confiscation 
of assets.'' 





I 
} 
iF 
| 
| 
i 
f 
| 
| 
| 
i 
| 
| 


EXIS NEX&S LEXIS NEXIS 


Eyl 











Services of Mead Data Central a 


PAGE 61 
6 1983 The New York Times, July 29, 1983 


_ Judge Sand then authorized the Government, to serve restraining notices on 
Chase Manhattan Bank and others to freeze funds of the Rich company. 


Ata hearing yesterday, Bruce Fader, a lawyer for the company, told Judge 
Sand, ''We have with us taday a check for $1,350,000 payable to the clerk of the 
court.’ 


Mr. Weinberg asked the judge to restrain the company from disposing of assets 
or advising anyone that the company’s payment of the $1,350,000 ended the 
restraining notices. 


The court. order, Mr. Weinberg added, '‘can only be satisfied in full by the 
production of the subpoenaed documents or payment of $27,500,000, the entire 
amount of the fine''’ that would accrue during the 18-month existence of the 
grand jury. 


Mr. Weinberg also noted that the company’s ‘‘principal directors and 
shareholders in the United States, Marc Rich and Pincus Green, have suddenly 
removed themselves from the United States’' by going to Switzerland. 

Judge Sand said he would hold another hearing Monday. 


SUBJECT: FINES (PENALTIES); TAX EVASION; DISCLOSURE OF INFORMATION 
GEOGRAPHIC: SWITZERLAND 
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July 28, 1983, Thursday, AM cycle 
SECTION: Business News 
LENGTH? 354 words 
HEADLINE: U.S. Seeks to Freeze $27.5 Million in Marc Rich Assets 
BYLINE: BY PAUL MOSES, Associated Press Writer 
DATELINE: NEW YORK 
KEYWORD: Mare Rich 


‘BODY: 

Marc Rich & Co. A.G., a major international oi1 trader fined $50,000 a day 
for not releasing records to a federal grand jury, paid $1.35 million in fines 
Thursday after refusing to do so for almost a month. 


But. federal prosecutors said that the payment does not satisfy the U.S. claim 
against the Swiss company and they moved to freeze $27.5 million of the 
company’s American assets. This amount would assure payment of the $50,000-a-day 
fine for 18 months, the maximum penalty for civil contempt of court. 


‘The dispute stems from a federal grand jury probe in Manhattan of alleged tax 


evasion by the company’s American subsidiary and two principals, businessmen 
Marc Rich and Pincus Green. 


U.S. District, Judge Leonard B. Sand held the company in civil contempt of 
court, a decision upheld on appeal, and imposed a $50,000 a day fine effective 
June 29. The company is appealing the fine, but prosecutors Said they might ask 
for it to be increased because the company has not been coerced into releasing 
its records. 


The company defied the order to pay the fine and sold its U.S. subsidiary in 
an alleged attempt to avoid seizure of its assets by the federal government. In 
a hearing Thursday, Sand said that the “purported sale ... has all the 
appearance of being a ploy to frustrate" his orders. 


But Assistant U.S. Attorney Norris Weinberg, Jr., said authorities have 
already served ‘restraining orders freezing about $2 million in the company’s 
assets, including those it holds at Chase Manhattan Bank. 


Marc Rich & Co. was ordered to appear in court Aug. 1 to argue why federal 
authorities should not be allowed to serve notices freezing $27.5 million in the 
company's U.S. assets. 


Federal authorities also are seeking an order barring the company from 
transferring assets from Clarendon A.G., the unit that appeared in place of 
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its American.subsidiary, Marc Rich & Co. International Ltd. 


The company, a major international commodities trader, did not have any 
comment on the case. It has maintained it is unable to release the. documents 
because of a court arder in Switzerland that holds they are confidential. 
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SECTION: UNITED STATES; Vol. 61, No. 143; Pg. 2 

LENGTH: 228 words 

HEADLINE: MARC RICH & CO. SELLS U.S. SUBSIDIARY; U.S. SERVES RESTRAINING NOTICES 
DATELINE: New York 7/25 


BODY: < 

Swiss-based Marc Rich & Co. AG has secretly sold its multibillion dollar U.S. 
wholly-owned subsidiary on June 30, 1983, the day after a Federal judge had 
fined the closely held parent company $50, Q00/d for civil contempt, it was 
disclosed at a hearing in U.S. District. court here late July 22. 


The name of the company which was sold was Marc Rich & Co. International. The 
newly formed company is Clarendon Ltd. according to the U.S. Attorney's office, 
Clarendon is headed by the primary partners that own AG with the exclusion of 

Marc Rich and Pincus Green. The third partner in command of AG, Alex Hackle, 
is said to be an investor in Clarendon. 


On July 18th Marc Rich & Co. AG was ordered by U.S. District Judge Leonard B.. 
Sand to pay an accumulated fine of $i-million. They didn! t pay. A judgement of 
$i-million was entered against them (ON 7/21). 


As a result of the latest hearing, the U.S. Attorney's office has served 


restraining notices on Chase Manhattan Bank; two of Marc Rich's lawyers in New 
York; and on Guam Oi1 & Refining Co. The notices direct each to freeze as much 
as $2-million that. they owe Marc Rich. 


The fines were levied against the company by Judge Sand for failure to turn 
over to the grand jury certain records allegedly necessary to an investigation 


‘Of Marc Rich & Co. AG's crude oil trading operations and other commodity 


trading. 
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Copyright ® 1983 The New York Times Company; 
The New York Times 


July 16, 1983, Saturday, Late City Final Edition 
SECTION: Section 1; Page 31, Column 1; Financial Desk 

LENGTH: 422 words 
HEADLINE: Marc Rich Ordered to Pay $1 Million 
BYLINE: By ARNOLD H. LUBASCH 
BODY:: 

A Federal judge yesterday ordered Marc Rich & Company, a Swiss company that 
is one of the world's biggest commodities traders, to pay $1 million on Monday 


for refusing to turn over records subpoenaed earlier by a grand jury in 
Manhattan. 





The order was issued in Federal District Court by Judge Leonard B. Sand, who 


had imposed a fine of $50,000 a day on the company on June 29 for failure to 
turn over its records for a tax-evasion investigation. 


Judge Sand, who held the company in contempt of court and imposed the daily 
fine to compel compliance with the subpoena, noted in yesterday's order that the 
company had thus far refused to pay the accrued fine. The $1 million represents 
the amount due on Monday under his earlier $50,000-a-day order, he said. 


Failure to turn over the records would result in an additional $200,000 in 


fines coming due by next Friday, $150,000 on each succeeding Monday and $200,000 
on each succeeding Friday, he said. 


U.S. Could Seize Assets 


If the company fails to pay the fine, Federal authorities could seek to seize 
the. company’s American assets. It is not known how extensive those assets might. 
be, but analysts said they likely amount to little since the company’s American 
arm is an order-taking and trading operation. 





The company, which has maintained that Swiss law does not require it to turn’ ue 
over business records, {5 appealing the judge's refusal to vacate his contempt 
order. But it has already lost an appeal of his refusal to quash the subpoena. 


Morris Weinberg Jr., the Assistant United States Attorney in charge of the 
case, said in court papers that a Federal grand jury in Manhattan was 
‘investigating ''a massive tax-fraud scheme'’ involving the Swiss company and its 
Wholly owned New York~based subsidiary, Marc Rich & Company International. | 


Mr. Weinberg said in the court papers that a Federal Bureau of Investigation 
affidavit had '‘documented an elaborate tax-evasion scheme'' in which the New 
York subsidiary had ‘'diverted in 1980 alone a minimum of $20 million in taxable 
incone'’ to the Swiss parent company. 






The parent, based in Zug, Switzerland, trades an estimated $10 billion a year 
in oil, tin and other commodities. It was set up in 1974 by Marc Rich and 
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tf Pincus Green, both wellknown American commodities traders who worked for the 
Phibro Corporation, now known-as Phibro/Salomon Inc. 
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Copyright © 1981 The New York Times Company; 
The New York Times 


July 29, 1981, Wednesday, Late City Final Edition 


SECTION: Section D; Page 1, Column 6; Financial Desk 
LENGTH: 833 words 





HEADLINE: PARTNER IN FOX DEAL. IDENTIFIED 
BYLINE: Special to the New York Times 
DATELINE: LOS ANGELES, July 28 


BODY: 

A Netherlands Antilles company headed by Marc Rich, an oil trader and ~ 
financier, and two others was identified yesterday as the silent partner of 
Marvin Davis, the Denver oi1 millionaire, in his recent $722 million purchase of 
the 20th Century-Fox Film Corporation. 


| The minutes from a May 11 Fox director's meeting, made public today, indicate 
that Mr. Davis's heretofore unnamed partner in the Fox purchase of Fox is 
Richco,; a corporation based in the Netherlands Antilles. Richco was identified 
as a subsidiary of a Netherlands corporation '‘which is one of the largest 
international trading organizations in the world.'' Principals of the parent 
firm are Marc Rich, Pincus Green and Alex Hackel. 


Mr. Rich, 47 years old, is an alumnus of the Philipp Brothers Corporation, a 


huge American trading company that markets more than 150 different commodities 
and last year posted revenues of $23.7 billion. 


‘Following an internal dispute, Mr. Rich left Philipp Brothers to set up his 
own firm, Marc Rich & Company, in New York in 1974. Mr. Greene, too, is a 
former Philipp Brothers trader, and he departed with Mr. Rich. 


Mr. Rich started the spot ofl trading unit at Philipp Brothers. He reportedly 
left Philipp Brothers because of a salary dispute. After the 1973 Arab oil 
embargo, prices jumped and trading accelerated in the spot oii market -where oil 
not under long-term contract is bought and sold. Thus, under the Philipp 
Brothers incentive program, Nr. Rich would have received a salary of more than 
$1 million tn 1973. Philipp Brothers refused to pay one man so much more than 
its other traders, and Mr. Rich resigned, taking a few top-notch traders with 
him, 


Today, Mr. Rich's firm trades several commodities, but its principal business 
{§ oil trading. Presumably, Mr. Rich knows Mr. Davis because both are in the 
Oil business. , 


A Long Association 


Mr. Davis has had a long association with Mr. Rich, who has been his partner 
‘in several oil-related ventures. Described as very private and ‘’almost 


invisible,‘' Marc Rich & Company was cited two years ago by a national weekly 
publication as one of the firms that stood to profit in the ofl spot market as 
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At the time of the Fox purchase, Mr. Davis had declined to name his partner 
in the $722 million deal. It was assumed that he would be using some of the cash 
he had gained from the sale in January of an oil and gas venture valued at about 
$600 million. ; 


© 1981 The New York Times, July 29, 1981 


a result of the Iranian revolution. 


Mr. Davis, who gives no interviews and keeps his transactions private, had 
declined to say how he intended to raise the money for Fox, except to say that 
he would have partners. Even after Fox was acquired last month, the partner 
remained anonymous. 


Equal Ownership 


Ina June 22 filing with the Securities and Exchange Commission, however, Mr. 
Davis did say that he and his unidentified partner owned equal shares in Fox. 
His shares are voting shares. His partner's are nonvoting shares. He also— 
reported that to purchase Fox, he and his partner jointly invested $172 million. 
The filing also said that together, the Davis 011 Company and his partner were 
guarantors of bank financing totaling $550 million of the $722 million. 


The disclosure of Mr. Davis‘ partner, however, sheds no light on the 
direction of Fox under its unpredictable new owner. Mr. Davis twice backed out 
of a deal to buy the Oakland A‘’s baseball team, changed his mind about a $75 
million deal to buy The Denver Post and walked out on the Fox acquisition before 
reconsidering. He has been turning the company upside down since he became its 
owner on June 12. , 


Changes at. Fox 


He immediately spun off the television operations. He merged Fox film into 
TCF Acquisition Inc., a unit of TCF Holdings Inc, which is owned by Mr. Davis 
and a trust for his five children. 


He made a precedent-setting deal with Home Box Office that will give HBO 
exclusive rights to first showings of Fox films to its 8 million subscribers. He 
plans to develop the property where Fox now has its studios on 63 acres. And 
yesterday, Fox announced that it would move its film and television production 
facilities to a new location some time in the next two years. 


Fox's management has received {ts share of surprises too. Dennis C. Stanfill, 
whom some insiders considered to be a favorite of Mr. Davis, lasted less than 
three weeks before resigning. The 54-year-old executive, who maintained that, his 
contract had been ''materially breached,‘' walked away with a healthy cash 
settlement, together with the $8.5 million he received when he cashed in his 
options at the time of the Davis purchase. Last week, Mr. Davis named Alan J. 
Hirschfield, who had been publicly feuding with Mr. Stanfill, to replace Mr. 
Stanfill as chairman. 
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SOURCE'S IDENTITY MUST BE PROTECTED, AS SOURCE AND FAMILY WILL 
BE IN PHYSICAL DANGER IF SOURCE'S IDENTITY IS DISCLOSED. 
INFORMATION FROM SOURCE IS SINGULAR IN NATURE AND SHOULD BE HANDLED 
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. BUREAU FILE .77-8236, CAPTIONEO PHILIP 'M. KLUTZNICK; SPI; 
‘BEGINS WITH BACKGROUND: CHECKS ON. KLUTZNICK FOR A POSITION AS 
‘ATTORNEY, DEPARTMENT OF JUSTICE IN 1935 AND CONCLUDES WITH UP- 
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‘FOR A PRESIDENTIAL APPOINTMENT WITH ‘THE STATE DEPARTMENT. 
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INVESTIGATION OF PHILIP MORRIS KLUTZNICK WHICH’ CONCLUDED IN 
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12/79 AND WAS CONDUCTED PRIOR TO HIS ‘SEEING CONFIRMMED ON eis 
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THE FOLLOWING BACKGROUND IS PROVIDED «FOR' INFORMATION. 
‘PHILIP MORRIS KUUTZNICK WAS BORN 7/19/07, ISAS CITY, 

MISSOURI. KLUTZNICK, SINCE 1960, -HASBEEN A. SELF-EMPLOYED 
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RE NEW YORK TEL TO THE BUREAU DATED 1/11/85.. 
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PASSPORT INFORMATION: (1) MARC RICHARD, BORN. 12/18/34, BELGIUM, 
HAS HAO. THE FOLLOWING PASSPORTS: TOURIST PASSPORT 0071028 
ISSUED 1/11/83 AT NEW YORK, VALID FOR TRAVEL TO SOUTH AFRICA AND 
ISRAEL. ONLY. PASSPORT EXPIRES 1/10/93; TOURIST PASSPORT 


23045402, ISSUED 3/2/82 AT LISBON, PORTUGAL, PASSPORT EXPIRES 
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PAGE TWO DE WF #0031 UNCLAS 
' 3/2/87; TOURIST PASSPORT A2663963 .ISSUED 9/19/80 AT NEW YORK, 


PASSPORT REPORTED LOST ON 3/3/82; TOURIST PASSPORT 23617833 





ISSUED 4/16/80-AT MADRIO, SPAIN, PASSPORT EXPIRES 4/15/85; 
TOURIST PASSPORT 21978001 ISSUED 6/10/75 AT LONDON, ENGLAND, 


PASSPORT CANCELED 4/16/80. (II) PINCUS GREEN, corn| | 


7 NEW YORK, HAS OR HAS HAD THE FOLLOWING PASSPORTS: 


TOURIST PASSPORT 
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IT IS TO SE NOTEO THAT PASSPORT SERVICES, DEPARTMENT OF 

STATE IS DELINQUENT IN, THE FILING OF PASSPORT APPLICATIONS 
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(1) One microfilmed copy of passport record D071028, ' 
issued 1/11/83 in the name of MARC RICH. born 12/18/34. 


| (2) One microfilmed copy of passport record 23045402: | 
issued 3/3/82 in the name of MARC RICH, born 12/18/34. 


(3) One microfilmed copy of passport record A2663963 
issued 9/19/80 in the name of MARC RICH, born 12/18/34. 


(4) One microfilmed copy of passport record 23617833 
issued 4/16/80 in the name of MARC RICH. born 12/18/34. i 
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) One microfilmed copy of passpo [ b6 
issued in the name of PINCUS GREEN. born bic 
(3) One copy of GUIDELINE REGARDING PASSPORT 
DENIAL /REVOCATION. 





New York can be following the enclosed Guideline have . 
subjects included into the WORLD WIDE LOOKOUT SYSTEM, of Passport 
Services which will deny the issuance of any new passports and 
provide an avenue to revoke subjects’ current passports. 


Xn that no leads remain WFO is RUC’ing this matter. ; 
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af * 1 ¢ ' ‘ bd : ca : 
a Enclosed for New York are the following: a 
a (1) One microfilmed copy of passport record D071028, ‘ 
. issued 1/11/83 in the name of MARC RICH. born 12/18/34. | i ‘ 
joes a i (2) One microfilmed copy of passport. record 23045402. 
* -  ggsued 3/3/82 in the name of MARC RICH, born 12/18/34. 
(3) One microfilmed copy of ueuport record A26633963 
issued 93/19/80 in ehengme of MARC HICH. born 12/18/34. - 
, (4) One derorilmed copy of passport Saeoea 23617833 
2 issued 4/16/80 in the name of MARC RICH. born 12/18/34. | ; 
* >) One microfilmed copy of passport’recora[ | 
,_* — issued in the name of PINCUS GREEN, born[ ae 
ees ee a b6 
eines bye . i ) One microfilmed copy of passport recorg[ i b7C 
ace issued in the name of PINCUS GREENS Pert oie 
re : j ; “: ; : a " : a = - - : 3 
igh ) One microfilmed copy of passport ecoraf | 
>" issued in the name of PINCUS GREEN, copops satan” RY ASE i 
ans : ea eee ' 7 tb a oe re Fy avi! : it 
re Oe ae Os os vat 7 
Cae -~ Bureau” Mel oes Gate, “2 ny ws = 
ie “Np New York (496A-4774) te -1) (enc. 39) |) SS ee ee 
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GUIDELINE REGARDING PASSPORT DENIAL/REVOCATION 





The question.of revocation or. denial of a passport is governed 
by the provisions of Section 51.71 (a), Title 22, code of Federal 
Regulations based upon the provisions of Section 51.70 (a) (1) 

of subject regulations. Passport Services, Department of State, 
has advised that a request for denial or revocation of a passport 
should ‘be implemented in the following manner: 


The United States Attor 
address a letter to Mr. 
for Passport. Services, j ate ention: 


d 2 r 5 
Washington, D.C. 20520, incorporating the following data: 


b6 
b7Cc 









a 


(1); Name, date and place of birth and passport data 
concerning subject. 


(2) Brief statement of the felony charge pending 
against him and prosecutive action taken in 
the matter. 


a (3). Information as to his present location abroad, 
if known, including exact address. 


(4)..Statement by the USA that prosecution of subject 
will be undertaken if and when he returns to 
the United States. 


(5), Request by the USA that a passport be denied 
to the subject or, if the subject currently 
holds a valid passport, that it be revoked. 


(6)! Enclose a copy of the warrant; Revocation 
" or denial of a passport cannot be initiated 
until a copy of the warrant is received. 


(7)} Name and phone number of AUSA handling the case. 


If Passport Services is in possession of an unissued passport 
application and awaiting receipt of a warrant on which to base” 

its denial, the warrant must. be received within 15 days or 

the passport will be issued. To forestall issuance longer 

than 15 days would violate the applicant's rights of administrative 
and substantive due process. 


Upon receipt of the foregoing, Passport Services will instruct 
the appropriate U.S. Embassy or Consulate concerning the revocation 
or denial of subject's passport. The Code of Federal Regulations 
(22 CPR 51.81-51.89) provides for a hearing for a person who 
is adversely affected by any action taken under this procedure. 
The decision of the hearing officer abroad is submitted to 
the Assistant Secretary for Consular Affairs, Department of 
State, for approval, and can then be appealed to the Board 
of Appellate Review, Department of State, and eventually to 
a U.S. District Court. 
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UNCLAS SECTION 1 OF 2 
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OFFICES ON DEVELOPMENTS IN CAPTIONED MATTER. 
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ATTN: supervisor; FCU, DIVISION SIX 


FEI NEW HAVEN PRIORITY ae 






REFERENCE NEW YORK TELETYPES TO DIRECTOR, JANUARY 11,. 1985 AND 


‘PURPOSE OF THIS TELETYPE IS TO UPDATE ‘BUREAU AND RECEIVING 
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SOURCE PROVIDING THE ABOVE INFORMATION if OR ere 


INFORMATION FROM THIS SOURCE IS HIGHLY SINGULAR IN NATURE AND 
| IMPROPER HANDLING OF ‘THE INFORMATION COULD DISCLOSE IDENTITY OF 
SOURCE. IF SQURCE’S IDENTITY IS DISCLOSEO, 80TH SOURCE AND FAMILY 
‘WILL BE IN PHYSICAL JEGPARDY. 
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LIMITED TO ONLY TRUSTED PEOPLE WITH Giant tle ERs HAS HAD A LONG 





rearionsie. (Gy 





NEW YORK HAS TASKED SOURCE TO 
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BUREAU AND RECEIVING OFFICES WILL BE ADVISED OF ADDITIONAL 


| OEVELOPMENTS GY TELEPHONE AND TELETYPE. 


BUREAU IS REQUESTED TO DISSEMINATE CONTENTS OF THIS TELETYPE TO 


LEGATS GONN, BERN ANO ROME FOR INFORMATION. 
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ATTN: SA 
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MARC RICH - FUGITIVE; PINCUS GREEN: - FUGITIVE; FT AL; FRW? MF; RICO; 


INCOME TAX EVASION; TRADING WITH THE ENEMY; OO: NEW YORK 


REFERENCE NEW YORK TELETYPES TO DIREC TOR, JANUARY 31, 1985 AND 
FEBRUARY 3, 1985. 


PURPOSE OF THIS TELETYPE IS TO UPDATE BUREAU AND RECEIVING 


‘OFFICES ON DEVELOPMENTS IN CAPTIONED MATTER. 
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SOURCE PROVIDING THE ABOVE INFORMATION IS 2 | 


INFORMATION FROM THIS SOURCE IS HIGHLY SINGULAR IN NATURE AND 
IMPROPER HANDLING OF THE INFORMATION COULD DISCLOSE IDENTITY OF 
SOURCE. IF SOURCE'S IDENTITY IS DISCLOSED, BOTH SOURCE AND FAMILY 
WILL BE IN PHYSICAL JEOPARDY. 
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NEW YORK’ REQUESTS: THIS ENE ORATION BE HANDLED BY RECEIVING 


i ND HOPEFULLY TO | 
NEW ‘YORK REQUESTS 
ANY DISSEMINATION OF ABOVE INFORMATION OUTSIDE THE FBI BE 


LIMITED TO ONLY TRUSTED PEOPLE WITH WHOM THE FBI HAS HAD A LONG 
RELATIONSHIP. (6%) (7) 


NEW YORK HAS TASKED SOURCE TO 
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| BUREAU AND RECEIVING OFFICES WILL BE ADVISED OF AODNITIONAL 
DEVELOPMENTS RY TELEPHONE AND TELETYPE. 


BUREAU IS REQUESTED TO DISSEMINATE CONTENTS OF THIS TELETYPE TO 
LEGATS BONN, BERN AND ROME FOR INFORMATION. 
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a. SOURCE PROVIDING ‘THE ABOVE INFORMATION wl $M 
INFORMATION FROM THIS SOURCE IS HIGHLY SINGULAR IN NATURE, AND 
IMPROPER HANDELING OF THE INFORMATION COULD DISCLOSE IDENTITY OF 
SOURCE. IF SOURCE'S IDENTITY IS DISCLOSED, BOTH SOURCE AND FAMILY 
WILL BE IN PHYSICAL JEOPARDY. 


NEW YORK REQUESTS THIS INFORMATION B8E HANDLED BY RECEIVING _ 
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TRUSTED PEOPLE WITH WHOM THE FBI HAD HAD A LONG RELATIONSHIP. 
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IMPOSED ON AND PAID BY RICH'S COMPANIES AS A SETTLEMENT OF THE 
CRIMINAL CASE AGAINST THE RICH COMPANIES. SA|[ _]IS THE ONLY FBI 
AGENT WHO HAS 
PRESENT FOR AN 





s GAT, BONN, CONCUR WITH[_| 
L_]sas BUREAU IS REQUESTED TO 
AUTHORIZE 


WARNING: 


fc" ‘3 i i 
SOURCE PROVIDING THE ABOVE INFORMATION st)" 
INFORMATION FROM THIS SOURCE IS HIGHLY SINGULAR IN NATURE AN 


IMPROPER HANDLING OF THE INFORMATION COULD DISCLOSE IDENTITY OF 











SOURCE. IF SOURCE'S IDENTITY IS DISCLOSED, BOTH SOURCE AND FAMILY 
WILL BE IN PHYSICAL JEOPARDY. 





‘ee EXTREME CAUTION MUST BE TAKEN WHEN 


b7C 
b7E 


BUREAU IS REQUESTED TO DISSEMINATE CONTENTS OF THIS TELETYPE TO 
LEGAT BONN FOR INFORMATION. 


ADMINISTRATIVE: 


b6 
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4 i es Eel AUTOMATIC DECLASS CATION CULDE 
DATE 03-02-2017 BY: 
QUTBOX.6 (#3305) 
b6 
TO: HQ1 @ SAMNET-EMH, NH @ SAMNET-EMH nae 


FROM: NY @ SAMNET-EMH 


SUBJECT: 271/106 PRIORITY 





DATE: @9 SEP 85 02:23:48 EDT 





CCs 

TEXT: VZCZCNYO106 

PP HO NH 

DE NY #0106 2720212 

ZNY UUUUU 

R 290146Z SEP 85 

FM FBI NEW YORK (1964-1774) (P) (C-1) 
“TO DIRECTOR FEI PRIORITY 


b6 


FEI NEW HAVEN PRIORITY b7C 


ET 
oMipsa_geCTION 1 OF 3 


MARC RICH — FUGITIVE; PINCUS GREEN ~— FUGITIVE; ET AL; FEW; MF; RICO; 
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ASSIFIE 


ORMATION C 





INCOME TAX EVASION: TRADING WITH THE ENEMY: OO: NEW YORK. 





RENYTELS TO DIRECTOR JUNE 11, 1985 AND JULY 2, 19853; NYTELCALLS 


TO BUREAU, LEGAT., BONN, AND MEW HAVEN SEPTEMBER 3-25, 1985. : 


THIS TELETYPE IS CLASSIFIED "SECRET" $4-FS-ENFERETY. 
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PURPOSE ‘OF THIS TELETYPE 





SECOND. TO REQUEST FOR SPECIAL AGENTS 







(NEW YORK) AND 







(NEW HAVEN) TO 


b6 

b7Cc 
b7D 
bIE 


LEGAT. 








DUE TO THE NATURE OF SOME OF THE BELOW INFORMATION, IT 18 


NECESSARY TO CLASSIFY THIS TELETYPE WHICH PRECLUDES DISSEMINATION TO 


BONN WITH A SUMMARY OF INFORMATION WHICH CAH BE DISSEMINATED ro[ | 


[| 


REFERENCED NEW YORK TELETYPES PROVIDED DETAILED INFORMATION 


OBTAINED BY A RELIABLE AND SENSITIVE 


b6 

b7C 
b7D 
b7F 
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ONE OF THE 











b7D 
b7F 


b7D 
b7F 


b6 

b7C 
b7D 
b7F 





| ‘ 
| 


PAGE FOUR DE NY 0106 UNCLAS SECTION 1 OF 3 


Bk 


SINCE THE 
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SOURCE IDENTIFIED 
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b7D 
b7F 





SOURCE LEARNED b7D 
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OUTEOX.7 (#38306 c 
TO: HQ1 @ SAMNET-EMH, NH @ SAMNET-EMH 


FROM: NY @ SAMNET-EMH 





SUBJECT: 271/107 PRIORITY 
DATE: 29 SEP 85 02:25:38 EDT 
CCs 

TEXT: VZCZCNYO107 

PP HQ NH 

DE NY #0107 2720212 

ZNY UUUUL 

R 290146Z SEP 85 

FM FEI NEW YORK (1964-1774) (P) (C-1) 
TO DIRECTOR FEI PRIORITY 

FEIT NEW HAVEN PRIORITY 

BT 


URLS SECTION oe WF 3 


ON SEPTEMBER 25, 1985, SOURCE ADVISED 
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ON SEPTEMBER 26, 1985, SOURCE ADVISED 
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FOLLOWING RECEIPT OF SOURCE SAID 
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SOURCE WAS QUESTIONED ABOUT 
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FOUR DE NY 0107 UNCLAS gable ft 
ny 


FINALLY. SOURCE CAUTIONED THA 
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b6 

b7C 
b7D 
b7F 


SOURCE COULD NOT PROVIDE ANY ADDITIONAL INFORMATION. 








LEGAT, BONN, IDENTIFIED 


LEGAT IS ATTEMPTING TO DETERMINE IF b6 


b7C 


LEGAT STATED S75 


LEGAT pescrreen (35 (0 














EASED ON ABOVE INFORMATION AND 
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JUSTIFICATION ror, | 


BEEM WORKING WITH THE SOURCE FOR 


sa[ | ts THE GRIGINAL NEW YORK CASE AGENT OF THE "MARC RICH" 


CASE. BASED ON sa[_Jerrorts, FINES OF $200 MILLION WERE 
BT 
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OUTBOX.8 (#3307) 


TO: HO1 @ SAMNET-EMH. NH @ SAMNET-EMFE 






FROM: NY @ SAPINET-EMH 
SUBJECT: 271/108 PRIORITY 
DATE: 29 SEP 85 02:27:40 EDT 
CCs 

TEXT: VZCZCNYOLOS 

PP HO NH 

DE NY #0108 2720212 

ZNY UUUUU 

R 290146Z SEP 85 

FM FET NEW YORK (1964-1774) (P) (C-1) 

TO DIRECTOR FEI PRIORITY 

FRI NEW HAVEN PRIORITY 

=T 

unpgas SECTION 3 OF 3 

IMPOSED ON AND PAID BY RICH‘’S COMPANIES 4S A SETTLEMENT OF THE 

CRIMINAL CASE AGAINST THE RICH COMPANIES. sa[ ts THE ONLY FEI 

AGENT WHO HAS MET AND CAN IDENTIFY BOTH SUBJECTS. SA MUST BE b6 


b7Cc 
PRESENT FOR AN b7E 





SAC, DIVISION II. NEW YORK AND LEGAT. BONN. CONCUR wim | 
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PAGE TWO DE NY 0108 vnc. em ecron 3 0F 3 e 
| |sas [BUREAU IS REQUESTED TO a 
AUTHOR 1 ZE : nue 
WARNING: 

SOURCE PROVIDING THE ABOVE INFORMATION Ca b7D 

b7F 

INFORMATION FROM THIS SOURCE IS HIGHLY SINGULAR IN NATURE AND 
IMPROPER HANDLING OF THE INFORMATION COULD DISCLOSE IDENTITY OF 


SOURCE. IF SOURCE’S IDENTITY 15 DISCLOSED, BOTH SOURCE AND FAMILY 





EXTREME CAUTION MUST BE TAKEN WHEN ig 
b7c 
b7E 


BUREAU IS REQUESTED TO DISSEMINATE CONTENTS OF THIS TELETYPE TO 


LEGAT BONN FOR INFORMATION. 


ADMINISTRATIVE: 





WILL BE IN PHYSICAL JEOPARDY. 




















€ 


PAGE 


ET 


#OLO8 


NNN 


a END OF DOCUMENT 


——) 





conte sane tama owen sanne eane Geen Monee OHTEE DANES F¥REE peEND HeetG Gone Fame bemHe SONNE HeND BeREH aenaN Grene e4aKe Mite BiNee, 





b6 

b7Cc 
b7D 
b7F 
b7E 

















































































































QOUTBOX.22 (#3400) 












































DECLASSTFICATION AUTHORITY DERTVED FROM: 
PHT AITEETIC 0 a] SpE 
TO: HQ1 @ SAMNET-EMH, NH @ SA@MNET-EMH OarE 9-02-2017 









































FROM: MY @ SAMNET-EMH 


SUBJECT: 272/144 PRIORITY 





DATE: 30 SEP 85 22:23:56 EDT 

CC: 

TEXTs VZCZCNYO144 

PP HQ NH 

DE NY #0144 2732152 

ZNY UUUUU 

R B302141Z SEP 85 

FM FEI NEW YORK (1964-1774) (P) (C-1) 


TQ DIRECTOR FEI PRIORITY 


ATTN: (HAND CARRY TO supv.[ | rou,orv. rx) 


FEI NEW HAVEN PRIORITY 


b7C 
BT 
wae EFTO 


MARC RICH-FUGITIVE: PINCUS GREEN-FUGITIVE; ET ALy FEWs; MAIL FRAUD; 





RICO; INCOME TAX EVASION: TRADING WITH THE ENEMY: GO:sNEW YORK. 


RENYTEL TO DIRECTOR, SEPTEMBER 28, 1985, AND NYTELCALS TO 


BUREAU, LEGAT, GONN., AND NEW HAVEN SEPTEMBER 30. 1985. 


REFERENCED NEW YORK TELETYPE PROVIDED DETAILED INFORMATION 


OBTAINED BY A RELIABLE AND sensitive| | source 
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ON SEPTEMBER 29, 1985, 
CASE AGENT 


ACCORDING TO SOURCE. 
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SOURCE TELEPHONICALLY CONTACTED SOURCE 
SOURCE ADVISED 
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b7UF 
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BASED ON THE 


SOURCE PROVIDING THE ABOVE INFORMATION | sR) 0) 


INFORMATION FROM THIS SOURCE IS HIGHLY SINGULAR IN NATURE AND 





b7D 
b7F 


b6 

b7C 
b7D 
b7F 


b7D 
b7F 


IMPROPER HANDLING OF THE INFORMATION COULD DISCLOSE IDENTITIY OF 


SOURCE. IF SOURCE’S IDENTITY IS DISCLOSED. BOTH SOURCE AND FAMILY 


WILL BE IN PHYSICAL JEOPARDY. 
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ef a aS » ee 

| nvat es 

cami 

(NEW HAVEN) IS BEING HELD IN ABEYANCE UNTIL FURTHER DISCUSSIONS 4RE me 
HELD WITH FEIHQ; LESAT, BONN AND SOURCE. DUE TO ie 


SOURCE WILL CONTACT SA 





REQUEST OF BUREAU 


BUREAU IS REQUESTED TO DISSEMINATE CONTENTS OF THIS TELETYPE TO 
LEGAT. BONN, FOR INFORMATION. 
ET 
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TELETYPE UNCLAS EF TO 
9/30/85 

PRIORITY 

NEW YORK (196A-1774 ) (C-1) 








PRIORITY 


DIRECTOR FBI-%) : 3 
AT (HAND CARRY TO SUPV. FC DEV. SIX) 
NEW HAVEN () b6 


BT 


UNCLAS E F T O 


MARC RICH-FUGITIVE; PINCUS GREEN-FUGITIVE; ET AL; FBW; MAIL FRAUD; 
RICO; INCOME TAX EVASION; TRADING WITH THE ENEMY; OO:NEW YORK. 












RENYTEL TO DIRECTOR, SEPTEMBER 28, 1985, AND NYTELCALS TO b7D 
BUREAU, LEGAT, BONN,. AND NEW HAVEN SEPTEMBER 30, 1985. b7F 
ya 
REFERENCED NEW YORK TELETYPE PR AILED 
OBTAINED BY A RELIABLE AND SENSITIVE SOURCE 
CLA 
REASON 
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ED EXCEPT 
PERWISE: ° 






G)- New York HEREIN 


l - Supervisor C-1l 
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b7C ON SEPTEMBER 29, 198 OUR PHONICALLY CONTACTED SO 
b7D CASE AGENT] | SOURCE ADVISED 
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b6 
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SOURCE PROVIDING THE ABOVE INFORMATION a Se 
INFORMATION FROM THIS SOURCE IS HIGHLY SINGULA 
IMPROPER HANDLING OF THE INFORMATION COULD DISCLOSE IDENTITIY OF 


SOURCE. IF SOURCE'S IDENTITY IS DISCLOSED, BOTH SOURCE AND FAMILY 
WILL BE IN PHYSICAL JEOPARDY. 
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(NEW HAVEN) IS BEING HELD IN ABEYANCE UNTIL FURTH 


Q; LEGAT, BONN AND SOURCE. DUE TO 
SOURCE WILL CONTACT SA 











REQUEST OF BUREAU 


BUREAU IS REQUESTED TO DISSEMINATE CONTENTS OF THIS TELETYPE TO 
LEGAT, BONN, FOR INFORMATION. 
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The fo nformation was provided by 
Special Agent FEDERAL BUREAU OF INVESTIGATION, 
New York City ? ugu 5, 1985. 


Source advised 
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The j j ion was provided by 


Special Agent FEDERAL BUREAU OF 
(FBI), New York, New York, on August 15, 1985: 





Source overheard a recent conversation between 





following_is a_su ry of the information source learned 
regaraing[ Kev 
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Source said 


Source learned that 
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Source learned that 





ADMINISTRATIVE 


Information from 


and disclosure of the information c ose source's pee 












source's identity is disclosed, source and family will 
physical danger and investigations will be jeopardized. 
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BUREAU OF INVESTIGATION (FBI), New York City, on August 27, 1985. 
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ADMINISTRATIVE 





ai 
Information from 1s eae singular in nature b7D 
and disclosure of the information could expose source's identity. b7F 
Sour i b7E 
If source's 
identity is disclosed, source an amily wi é in physical 
danger and investigations will be jeopardized. 
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On September 9, 1985 b6 
information to Special Agents b7c 
FEDERAL BUREAU OF INVESTIGATION, New y: b7D 
b7F 
b7D 
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ADMINISTRATIVE ay) 
Information from ls “highly singular in nature 
information could _ expose source's identity. b7D 
b7F 
b7E 





source's identity is disclosed, source an Vy 
physical danger and investigations will be jeopardized. 
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On September 12, 1985 rovided the following 
information to Special Agent FEDERAL BUREAU OF 


INVESTIGATION, New York City: 
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On September 19, 198 b7c 
information to Special Agents b7D 


FEDERAL BUREAU OF INVESTIGATION, New York City: b7F 


Source,| 
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INBOX.19 (#3117) 
TO: NY @ SAMNET-EME 


FROM: HQTX @ SAMNET-EMH 


SUBJECT: 299/1067 ROUTINE 





DATE: 26 OCT 85 11:23:20 EST 
CC: 

TEXT: VZCZCHQ0O1067 

RR NY 

DE HQ #1067 2982218 

ZNR UUUUU 


R 252104Z OCT 85 


FM DIRECTOR FBI LINFOR RMATIO ON CONTAINED _ Se 
AU ami ol. sr] 
IS URGE! 
TO FBI NEW YORK ROUTINE HERE oN S\-6 BYOO\ 
DATE 
BT 
UNCLAS 


MARC RICH, FUGITIVE, FRAUD-BY WIRE, RACKETEER INFLUENCED AND 
CORRUPT ORGANIZATION/TAX EVASION/ MAIL FRAUD 00: NEW YORK. 
(NAME INDICES ONLY - NO FINGERPRINT RECORD.) 
REBUCAL TO NEW YORK 10-10-85. 
TELEPHONIC REQUEST RECEIVED FBI 10-8~85, rrou[ 
FBI OUT OF PHILADELPHIA, RESIDENT AGENCY, ALLENTOWN, FTS 
346-4406, REQUESTING FOR BUREAU USE, TO BE CALLED AND THE 
IDENTIFICATION RECORD SENT, OF MARC RICH, DESCRIBED AS WHITE ee 
MALE, DATE OF BIRTH 12-18-34, PLACE OF BIRTH BELGIUM. THIS 


SUBJECT MAY BE IDENTICAL WITH SUBJECT OF YOUR CASE. IN 


REFERENCED TELEPHONE conversation,| =| ADVISED THAT /9 
op 


NO SUCH PERSON AS SPECIAL acewt| | anptwe THIS CASE 





AS INDICATED IN YOUR NCIC WANTED ENTRY NIC NUMBER 


om 








PAGE TWO DE HQ 1067 UNCLA ay @@ 


THEREFORE MODIFY THE MISCELLANEOUS FIELD IN YOUR NCIC WANTED 





ENTRY TO EXCLUDE THE NAME OF SPECIAL acent| | ALSO MODIFY b6 ! 
YOUR NCIC WANTED ENTRY TO INCLUDE NEW YORK FIELD FILE NUMBER. oe 
BASED ON INFORMATION FURNISHED, CONDUCT LOGICAL FUGITIVE 
INVESTIGATION. ADVISE THE POSTING SECTION, IDENTIFICATION 
DIVISION, IF THIS INFORMATION ASSISTS IN LOCATING MARC RICH. 
CLEAR OR CANCEL (CW OR XW) YOUR NCIC RECORD WHEN SUBJECT NO 
LONGER WANTED, AND SUBMIT APPREHENSION TELETYPE TO 
HEADQUARTERS. 
BT 


#1067 
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ai! "agri @ SAMNET-EMH 









- SUBJECT; 299/1067 ROUTINE © 


DATE: 26 OCT 85 11:23:20 EST 


"TEXT: vZCzZCHQ01067 
RR NY | 
“DE HQ 1067 2982218 
~ZNR UUUUU 

_R 252104z oct 85 

FM DIRECTOR FBI 


TO FBI NEW YORK ROUTINE 





ALL INFORMATION CONTAINED 
- HERENLS UNCLASSI b6 
BL. DATE 


B BIC. 
UNCLAS | 


MARC, RICH, FUGITIVE, FRAUD=BY WIRE, RACKETEER INFLUENCED AND 
“doneuyt ORGANIZATLON/TAX EVASION/ MAIL FRAUD OO: NEW YORK. 


(NAME INDICES ONLY ~- NO FINGERPRINT RECORD.) 





REBUCAL TO NEW YORK 10-16-85. 


TELEPHONIC REQUEST RECEIVED FBI 10-68-85, rrouf | 


BBL OUT OF PHILADELPHIA, RESIDENT AGENCY, ALLENTOWN, FTS 





“346-4406, REQUESTING FOR BUREAU USE, TO BE CALLED AND THE 


_ IDENTIFICATION RECORD SENT, OF MARC RICH, DESCRIBED AS WHLTE b6 
: 4 b7C 





~MALE, DATE OF BIRTH 12-18-34, PLACE OF BIRTH BELGIUM. THIS 


SUBJECT MAY BE IDENTICAL WITH SUBJECT OF YOUR CASE. IN 


REFERENCED TELEPHONE ae ricwais 


NO SUCH PERSON AS. SFECEAL scent[ | aanpiine THIS. CASE 





iS INDICATED, IN. YOUR NerC “WANTED. ENTRY NIC: NUMBER 


fo a NCIC WANTED ENTRY. to INCLUDE NEW YORK FIELD. PILE ‘NUMBE} 
: ‘BASED on INFORMATION "PURNISHED, CONDUCT LOGICAL FUGITIVE. 
NVESTIGATION, ADVISE THE POSTING SECTION, repirTT CA 
“DIVISION, IF THIS INFORMATION ASSISTS IN LOCATING MARC RICH.” 
CLEAR OR CANCEL Cow OR XW) YOUR NCIC RECORD WHEN SUBJECT NO 
“LONGER WANTED, AND SUBMIT APPREHENSION TELETYPE TO 
“HEADQUARTERS. a 


BT 
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FBI 


TELETYPE ROUTINE UNCLAS 


10/30/85 


om ne ae mm Sm me me mee eee ee me nm ce wn eee ae nn em Meme ve come md Gam MD Dn AD ee ted tnt A SAMA kd nd Mm tnd EY wre Creme nth rem enh wae? OD A Se wd AS Sit eee wee re st ee 


ROUTINE 
NEW YORK (196-1774) () (C-1), 
ROUTINE in a 
“PIRECTOR-FBI_() jak ~+| ia 

ATTN: IDENTIFICATION DIVISION/POSTING SECTION 
BT 
UNCLAS 


MARC RICH - FUGITIVE; FBW; RICO; TE; MF; 00: NEW YORK 


REBUREAUCAL TO NEW YORK, DATED OCTOBER 10, 1985 AND TELETYPE 
FROM BUREAU TO NEW YORK, DATED OCTOBER 26, 1985. 


REQUEST OF THE BUREAU 


b6 


NEW YORK REQUESTS IDENTIFICATION DIVISION/PO TO we 


MODIFY NCIC ENTRY RE MARC RICH FROM SPECIAL AGENT 
SPECIAL AGENT[ ————~—CSCsédYY:SC ALSO: INCLUDE NEW YORK FILE NUMBER 





ALL INFORMATION CONTAINED 
HEREIN 1S UNCLASS 
DATE AC: B 
1 ~ New York O \ 
1 - Supervisor C-1 


RVR:mn051V3 b6 
(2) b7Cc 


(9G — YOR 


Approved: ho MW hat Transmitted _ 36¢/!IS _ Per. 


NOTE: AFTER APPROVAL, PLEASE ROUTE THIS DOCUMENT BACK TO THE WORD 
PROCESSING SUPERVISOR, NOT TO THE TELETYPE ROOM. 
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OUTBOX.1 (#3965) 

TO: HQL @ SAMNET-EMH 

FROM: NY @ SAMNET-EMH 
SUBJECT: 305/115 ROUTINE 
DATE: 1 NOV 85 22:24:15 EST 
CC: 

TEXT: VZCZCNYO115 

RR HQ 

DE NY #0115 3052008 


ZNY UUUUU 





-R 011709Z Nov 85 
FM FBI NEW YORK (196A-1774) (C1) 
TO DIRECTOR FBI ROUTINE 
ATTN: IDENTIFICATION DIVISION/POSTING SECTION 
BT 
ALL INFORMATION CONTAINED 
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MARC RICH - FUGITIVE; FBW; RICO; TE; MF; 00: NEW YORK 


REBUREAUCAL TO NEW YORK, DATED OCTOBER 10, 1985 AND TELETYPE 


FROM BUREAU TO NEW YORK, DATED OCTOBER 26, 1985. 
REQUEST OF THE BUREAU 


NEW YORK REQUESTS IDENTIFICATION DIVISION/POSTING SECTION TO 9’ (774 -US 





MODIFY NCIC ENTRY RE MARC RICH FROM SPECIAL AGENT 


SERA ee arcsec HE wren ‘es 
SPECIAL acestp ALSO INCLUDE NEW YORK cf ILE NUMBER 
NOV - 4 1985 
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On November 5, 19 rovided the following 
b6 information to Special Agents 


b7Cc 
b7D Source advised a 


b6 
b7C 
b7D 


b7D 


b6 
b7C 
b7D 





THE ABOVE INFORMATION SHOULD NOT BE DISSEMINATED WITH- 
OUT PRIOR APPROVAL AS DISCLOSURE WILL IDENTIFY THE SOURCE. ; 


ALL INFORMAT,; . 
: GEREIN is UNCLALCONTAINED \ ns 
i ts 2 rr 
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POOTONGE 


TROUBLE? SHA.7 TUL AND FORD S._ V/ORTHY 


SECRETS OF 


MARC 


RICH 





mw Mere Rich threw a bash Jate last year to celebrate the open- 
ing of a new restaurant his company built across an alley from 
its blue-glass headquarters in Zug, the foggy Swiss town where 
Rich lives beyond the reach ofa U.S. warrant for his arrest. Lo- 
cal politicians were among the guests who spooned oxtail soup 
and tapped their feet to tunes by an all-female steel band. To 
his Swiss friends, who see Rich as more folk hero than fugitive, 


Rah expressed ugh hopes that his legal 
trautues wounl soon end, and that Mare Rich 
& Us, AG would endure m Zug as a mode! of 
vomporate caizenship. 


15 ELAN INTACT, Rich seems 

firmly wm command in Zug. Across 

the Atiantc, he's charged in one of 

the tigzest tax fraud cases in Amer- 
san tistory, The notonety 1s bitter indeed 
for the nmbie entrepreneur who-—while re- 
Madutig a my stery man outside the secretive 
{eaters of trades —in less than a decade 
tut a huge commod.Les tracing empire that 
cKauenged tus archrival and aima mater, Phi- 
Le Brothers, Rich and his partner, Pincus 
“Pinky” Green, along with thew privately 
heid Swiss parent company and a former 
subsstaty that operated in the US, have 
been indicted for violating now-defunct cone 
tents on od pnces to create $105 miion in 
mone, then stopping the profits offshore to 
esa9e paying $48 mion in U.S, taxes. Rich 
and Green, both 49, also face charges of trad- 
ing with the enemy for buying oil from Jran 
dunng the hostage cnsis of 1980, After 
more than a sear of legal wrangling that 
spawned scores of headunes, and fumbing 
attemps to fod the courts worthy of the 
Keystone Koos, the tral ss set for March. 
The two compames—and an oi) trader 
named Uyde Meltzer who worked for Rich 
and was also indacted—will face a Manhat- 
tan sury, But Rach and Green can’t be tried 
unless they show wp, a remote possibilty, 
And a US. treaty with Switzerland will 
kiwi Te Ce Lows Kiama 








440 ete A Ai 1 Pd 


make it tough to extradite them. 

Legal woes have taken a heavy toll on the 
business. Last summer the subsidiary oper- 
ating in the U.S, changed its name, from 
Marc Rich International to Clarendon, and its 
ownership, to exclude Rich and Green, But 
business evaporated anyway, and now the 
US. branch of Clarendon is all but extinct. In 
Zug, Marc Rach AG still does a brisk business 
sn atuminum and other metals, but the com- 
pany has closed up shop in gold, sugar, grain, 
and some other commodities, Oul trading, 
Rich’s specialty, is in a rut. Traders at major 
oil companies must carefuily check all Rich 
deals with their lawyers, a restriction that 
has chilled business. A few of Rich's traders 
based in Europe have quit, and others are 
talking about leaving. Sighs one of the de- 
parted: “This company bas gone through 
hell.” 

‘The torture includes fines of $50,000 a 
day, dutifully delivered by messenger to a 
federal courthouse in twice-weekly install- 
ments, a ritual due to continue until the com 
pany complies with a subpoena for docu- 
ments, or the court deigns to lift the fines. 
Mare Rich AG can probably afford to pay for 
a while, According to Swiss tax records ob- 
tained by FORTUNE, the company had a net 
worth of more than $200 million in 1981. 

Reliable accounts of Rich’s rapid rise and 
fail have been as elusive as the man himself. 
Rich made the only known public utterances 
of his 31-year career on a Swiss radio broad- 
cast last September. Asked if he had good 
“contact” with the Swiss, he replied in 
smooth German: “Not yet. Most people wha 


Rarely photographed, Marc Rich (efand his 














Ber | §3-5Y- a 








. FD-340 REV, (6-14-77) 


ee pp” 
Field File NAL /PS-2 G | a 


©O and File No.. 


Date Reveved oD o /— LK 
F remy 
ME OF CONTRIBUTOR) , 


(ADDRESS OF CONTRIBUTOR) 








By : 
(CITY AND STATE) : 
(NAME OF SPECIAL AGENT) 
To.Be Returned [_] Yes Receipt Given [_] Yes 
No Ke 
Description: : 
i 


4 Arne k Wrece) 


iy 
ane ett 


netcimetieinaneeelte $1 seen tan mamas es | 
% moe 
» 











Ree 1B-SY¥- 1h 


bee 


LASS 2 (CATION AUTSORITY DERIVED #Riai tr” 


















































Al AUTOMATIC DECLASSIFICATION CUIDE bé 
HAVE 6-02-2016 BY: [| 5 @ 


RT Wal OF 


























b7Cc 
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P @A95097 FER 84 
FM NIRFCTOR FBI 

T) LEGAL ATTACHE BERN PRIORITY 275-25 th 
LEG4L ATTACHF RONN PRIORITY 175-25 rune 

LEGAL ATTACHE LONDON PRIORITY 192-95 VE 4b" 

LEGAL ATTACHE PARIS PRIORITY 135-95 or wey 


LFGAL ATTACHE ROMF PRIORITY yt >4 
oe 


oF SFCTION ONE OF rp 
MARC/RIGH - FUGITIVE? Picns @R EEN - FUGITIVES ae a 


RZCHILAND COMPANY: MARY CH AND COMPANY INTERNATIONAL LIMITED, AXA 








"CLARENDON A.G."$ RICO: FRW3 MFs TAX EVASIONS TRANING WITH THE 
ENEMY; OFFICE OF ORTGIN: NEW YORK. 
BY TELETYPE DATED FEBRNARY 3, 1934, FRI NEW YORK ANVISEDS: 
THF FOLLOWING If CLASSIFIED “SROREE“ TP ITS ENTIRETY. 
REBINCONFERFNCF REGARDING CAPTIONEN MATTER, DATED DECEMBER 5, 
1923, AND MUMPRONS TELCALS RETWEEN RUREAIN AND NEW YOR, DATED 


DFCEMRFP 6, 1983 - JANHARY 97, 1984, AND NYTEL TOOW 


REAN, DATED 


JANUARY 5, 1984. 





PAGE TWO NE HO AAZ9 SPORES 
FOR INFORMATTON OF LEGATS BERN, BONN, LONDON, PARTS AND ROME, 


THE PURPOSE OF THIS TFLETY®F IS TO PROVIDE EACH LISTED LEGAT WITH 


BACKGROUND DATS REGARDING CAPTIONED MATTER AS WELL AS INFORMATION 
REGARDING A 





INFORMATION IN THIS TELFTYRF IS TO BE NISSEMINATED OUTSIDE THE FBI 


THE FOLLOWING INFORMATION MYST BE HANDLED WITH EXTREME CANTION AS 4 


HIGHLF crpraxomt]| ——|sonrce WILL BE IN JEOPARDY IF THF 


INFORMATION 


AT THIS TIME, TNASMICH 





TS MISHANDLED, 





b7D 
b7F 
b7E 


b7D 
b7UF 
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b7D 
b7F 


FROM APPROXIMATELY 


b7D 
b7UF 





b7D 
b7F 


ON SFPTEMRER 19, 1983, THE GRAND JURY FOR THE SONTHERN DISTRICT 


OF NEW YORY CONCHRREN IN THE FINDING OF A 51-CONINT INDICTMENT. THE 











PAGE FOUR DE HO 9030S -F-€-k-E—L 
INDICTMENT CHARGES CAPTIONED WITH CONSPTRING TO AND CONDUCTING THEIR 
COMMONITTES BUSINESS THRONGH A PATTERN OF RACKETEERING INVOLVING THE 
SCHEMES TO DEFRAMNN THEIR CUSTOMERS, THF DOE ANN TRS. EACH DEFFNDANT 
JS CHARGED WTTH VARTONS MATL AND WIRE FRAIM VIOLATIONS REGARDING 
THESE FRAND SCHEMES AS WELL AS TAX EVASION, ANNITIONALLY, MARC RICH 
AN) PINCIIS GREEN ARE CHARGED WITH ILLEGAL TRADES WITH TRAN DURING 
THE HOSTAGE CRISES AMONNTING TO OVER $948 MILLION. 
THE FOLLOWING INFORMATION WAS PROVIDED BY o[ ___|somrce WHO b7D 


b7F 
IS HIGHLY RELTARLFE AND VERY SENSITIVE. INFORMATION WAS OBTAINED BY 


THE INFORMATION IS CLASSIFIED *SRERRR ATE ENEERREPY DIE TO THF 
NATTONAL SECNRITY ASPECTS OF SOME OF THE INFORMATION. THE 
INFORMATTON TS HTGHLY SINGULAR AND, THEREFORE, MUST NOT BE 
NISSEMIMNATEN ONTSIDE THE FRI AS SOURCE WILL BE IN JEOPARDY. 


SONRCE IS 


b7D 
b7F 
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SONRCE LEARNED 
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SONMRCE ADVISEN THAT 
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SOURCE ANVISEN b7E 


IN REGSRN TO 
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SOURCE SAIN THE 
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P 4495007 FER BA 

FM DIRECTOR FBI 

TO LEGAL ATTACHE RER™ PRIORITY 976-05 

LEGAL ATTACHE RONN PRIORITY 1765-05 

LEGAL ATTACHE LONDON PRIORITY 184-95 

LFGAL ATTACHE PARIS PRIORITY 143-95 

LEGAL ATTACHE ROMF PRIORITY 

RT 

SOE SECTION TWO OF Two 

MARC RICH - FUGITIVE; PINCUS @RFFN - Fuortrved | marc se 
RICH AND COMPANY: MARY RICH AND COMPANY INTERNATIONAL LIMITED, AKA be 
"CLARFNDON 4.8.": RICOs FRW: Fs TAX EVASION: TRADING WITH THE 

ENEMY; OFFICE OF ORIGIN: NEM YORK. 
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SOURCE WILL MAYE EVERY EFFORT TO 


TN CONNECTION WITH 
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SONRCE WILL BE. 


PRESENTLY, TT IS 
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WHEN SPECIFIC INFORMATION IS PROVIDED 4S rol sd ss 


[ _] sPproprrate LEGAT WILL RE ADVISED. pee 





ALTHONGH NO SPECTFIC 








MARCH RICH TS NESCRIREN af FOLLOWS: NATF OF RIRTH DECEMBER 12, 
1934: PLACF OF BIRTH ANTWERP, RFLGINM: HEIGHT FIVE FFFT TEN INCHES; 
MAIR RLAC’: FYES BROWN: CITIZENSHIP - IINITED STATES - SPAIN- 
ROLIVIA. 

PINGS GREEN IS NESCRIREN aS FOLLOWS: DATE OF BIRTH] ——_| 


[_]pLace oF arere| NEW YOR“: HEIGHT FIVE FEET TEN ns 
c 


INCHES: HATR BROWN: FYES GREEN: CITIZENSHIP - !1SA -[ | 











PAGE FIVE NE HA Aga + 





PHOTOGRAPHS OF RICH AND GREEN AND FINGERPRINTS OF GREEN WILL BE 


SENT MINDER SEPARATE COVER. 


eo aS - 


COMMENTING, LEGATS ARE SPECIFICALLY REQUESTED TO ADDRESS THE 


rouuowmws topres[_ 


bTE 


b7E 


b7E 
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6) LEGATS ARE REANTSTFN TO SNTEL RESPONSF TO ROTH FBIHO AND 


NEW YORK BY FEBRUARY 7, 1983. AS THIS RESPONSE TS NECESSARY BEFORE 


FRIHO FINANCIAL CRIMES UNIT CAN MAYE APPROPRIATE RECOMMENDATIONS. 
7) LEGAT RERN TS ALSO RENNESTED TO 


2) LEGAT PARTS IS ALSO REQUESTED TO ADDPFSS RESPONSE TO THIS 


CRBS PECL BERR 
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FM RERN (C1R3N-54) (P) 

TO DTRECTOR IMMEDIATE 952-7 
LEGAT RONN IMMFDIATE 492-67 


| LEGAT LONDON TMMENTATE 905-47 





LEGAT PARTS IMMENTATE 495-47 


LEGST ROME IMMENTATE 9529-97 VIA FRITH 







| RT 
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Pe SE 
MARC RICH - FNGITIVE: PINCHS GREEN - rnettives[ | MARC 
RICH AND COMPANY: MARK RICH AND COMPANY INTERNATIONAL LIMITED, AKA an 
"CLARENDON A.G.": PICO; FRM: MF; TAX EVASION; TRADING “ITH THE 
ENEMY, OO: NEW YORK. 
RFRIICAR FEBRIARY 4, 1924, 
ENTIRE COMMUNICATION CLASSTFIED “SReRF," 
FOR THE INFORMATION OF THE RUREAI ANN NEW YORK, JT IS THE 
ASSESSMENT OF LEGAT BERN THAT IT WOULD BE 
b7E 


AS THE RUREAIT AND NEW YORK ARF 





AMARF, THE CLIMATE SITRROTNITING 


EXTREMELY DELICATE 4T PRESFNT. 


S35 D257. 30 


SEARCHED 
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b7E 
RERN RELIEVES THAT 

b7E 
RERN ALSO RECOMMENDS 

b7E 

IT IS APPARENT FROM RECAR THAT NEITHER NEW YORK NOR THE 
RYURTAN ARE CONSTDERING A SCFNARIO OF 
b7E 


LEGAT RERN CONCHRS WITH THIS, NOTING THAT 
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FRTHO RELAY TO NEW YORK, 
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FM BONN (1239-54) (P) 

TO PTRECTOR IMMFOTATE 19A-A8 

LFGAT, RERN (1R3N-54) IMMENTATF 97-49% . 
LFGAT, LONNON TMMENTATE AA3-42 

LEGAT, PARTS (123N-57) IMMENTATF 497-45 

LEGAT, ROME TMMENIATE CVIA FRIHO) 194-98 

BT 

ar a a 

MARC RICH - FUGITIVE: PINCHS GREEN - Fugitives] me 
MARC RICH AND COMPANY: MAP¥ RTCH AND COMPANY INTERNATIONAL 

LIMITFN, AYA "CLARENDON 4,6,"3s RICOs "Rug MFPs TAX EVASION? 

TRADING WITH THF ENFMY: (COO: NY). 


RERNICAR FERRHARY 4, 1984, RELAYING NYTEL FFRRIMAPRY 3, 1974, 





THTS COMMIINTCATTON TS CLASSIFIED "SREREL” 
RFRIICAR MOT RECETVFN AT BONN 'MINTIL CLOSE OF BUCTNESS 


FRERRITARY 7, 1984, MAKING RESPONSE ON SAME NAY TMPOSSTRLE, 





TN GENFRAL, PONN 





FEB 9 1984 
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NEw YORK MIST REALTZF, HOWKVER, 


RONN APPRECIATFS NEW YORY'S 


GIVEN THF ARQVF, THF ANSWERS TO PAINTS 94, OR, AND 5 RECOME 
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THIS SIMPLY CANNOT RE 
NONE AT THE LAST MINUTE, HOWFVFR, IT WOULD NOT RF NECESSARY TO 
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LEGAL ATTACHE LONDAN PPTORITY 099-49 
LEGAL ATTACHE PARTS PRINPITY 164-29 


LEGAL ATTACHE ROME PRTORITY 


UNCLAS 


MARC RICH - FHGTITTVRe PTNCHS @RPEEN -FuIaITIVur b6 
pee m3] VE mcn sREEN ME WES a 
~ - =~ 
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MaRS RICH aNn com 
NY COMPANY? MARK PTCH ANT) COMPANY INTERNATIONAL 


LI MT | RD AYA C 1a 2} TAN : : : : + 4 
9 L a " e . @ e « 4 a t § 





TRADING fh 
ING WTTH THE FNEMYs QFRTCR AF OPTIGIN NE 
PH Oh OPITGING Ew YORK 
Na YORY gre 
( TOR (19644-1774) ANVISEN RY TFLFTYP® FF 
1984, AS FOLLOWS ¢ | — 


YOR . ae a 
a" T . no ts F * 8,5 { a3 ND 





FFRRIHARY 3, 1984 


SOURCE ORTATNED 
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NECTISTON HAS REEM MANE, 


ALL LEGATS SHOULN OFSPAND TO FFRRUARY 3, 1984 TELETYPF je 







TN CASF OF 





SOMRCE MENTTIONEN AROVE IS 


INFORMATION roowf ts OF A HIGHLY SINGULAR bID 


NATHRE AND ATSCLAGURE WOULD RFVRAL SONRCE'S TNENTITY, 7 oe 


SOMRCE TS A HIGHLY PLACEN TNFORMANT CRITICAL 
TN WHOSF IDENTITY, IF REVEALEN, WILL 
POSITIVELY LEAN TO PHYSTCAL NANGER TO SOURCE AND FAMILY, 
BT 
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FM PARTS (183-57) (PD 

TN NIRECTOR FRI PRIORITY 19-19 
LEGAL ATTACHE RERN PRIORITY 2247-12 
LEGAL ATTACHE BONN PRIORTTY AA9-19 
LEGAL ATTACHE LONDON PRIORITY %41%-14 


LEGAL ATTACHE ROMF PRIORITY CVIA FRIH9) 199-19 


RT 
Ae 
MARG RICH-FUGITIVEs PINCUS GREEN - FIGTTIVES [ 
b6 
MARC RICH AND COMPANY: MARK PTCH ANT COMPANY TNTERNATTONAL b7C 


LIMTTEN, AKO “"CLARENDAN A,A."3 RTCOs PRs MPs TAX EVASTONS 
TRANING WITH THF ENEMY: O08: MY 
ALL INFARMATTON CONTATNEN HEREIN IS CLASSIFIFN SPORET, 
PERITEL NATFN ©/4/84, PARTS AND PERN TELETYPES OF 9/7/84 
ANT RERN CARLF OF 2/8/84, 


WITH RENFFTT OF ENTIR® TEXT OF 9/4/84 CABLE, LECAT PARTS 





BELTEVFS THAT, AS WTTH LYGAT RONN, 
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LFYGAT PARTS ALSO NOTFS THAT ra 


INOUTRTES CAN RE MADR 


IF REONESTFN, 
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ADMINTSTRATIVE: FRIHO RFTRANSMIT TO MEW YORK, 
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wynes DE - New York 


UNITED STATES DEPARTMENT OF JUSTICE 
FEDERAL BUREAU OF INVESTIGATION 


AIRTEL : 
DATE: FED+ 6 1904 


TO : DIRECTOR, FB ~2848) 
(ATTN. ECONOMIC CRIMES UNIT. DIVISION 6) 


FROM : ADIC, NEW YORK (196A 1774) (P) (M-1) 


SUBJECT. MARC RICH - FUGITIVE; 
PINCUS GREEN -- FUGITIVE; 


ET AL; bé 
RICO FBW bic 
MF, 


TAX EVASION 
TRADING WITH THE ENEMY 
(OO NY) 


ReNYtel to Director, 2/3/84. 


Enclosed for the Bureau is one envelope containing five 


envelopes each containing two photographs of MARC RICH on the 

‘cover of Fortune Magazine, two photographs of MARC: RICH and 
PINCUS GREEN on page 45 of Fortune Magazine and two photographs 
of the Armed Forces Fingerprint Record of PINCUS GREEN. 


REQUEST OF THE BUREAU 


The Bureau is requested to disseminate contents of each 
envelope to the following Legats: Bern, Bonn, London, Paris and 


Rome. 


@- Bureau 
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CLARFMNOM ALA, 2 RICNg FRMe Me TAX EVASION: TRANTNG WITH THE ENEMY? 


ON; MEU ygRy, 
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RENYTRL TA RURFAM, NATE FRRRMARY 3, 1984 ANN FERPUARY 7, 


1974, AND LFaAT, BONNY AND LFGAT, REPN TFLFTYPFS TO RURFAN, NATED 


§3- 54-38 
AeASOReN IIS EXED 
sak —— Hed 2 — 


FEB 2 ¢ 1984 | 
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D DAALALT CHRP GA 

WM NTRECTOR FRT (194-9842) 

TO LEGAL ATTACHE BEQM PRIOPTTY [497-94 
LEGAL ATTACHE ROMA PRINRTTY 29-94 
EE 


MNCLAS SECTION THO OF THO 


MARC RTCH-FUGITTVE: PINeYS aPFRN-eneITIVer[ | MARC RICH 


ANT COMPANY AS MAPG RICH AND CAMPAMY TNTERMNATIOMAL, LTMTTED, AKA 


CLARENNON A,A,2 BTCOs PRUs MPs TAX EVACTOM: TPANING WITH THE ENFMY; 


O9¢ MF YARY, 





PRANRST OT THZ RURFan 
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2, DTSSEMTNATE CONTENTS OF TELETYPR TO LEGATS, RFRN AND PONN, 
3. PROVYINF THF b7E 
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LEEAT, PRON, 
b7D 
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fie b7E 
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TNEOARMATION renm[ te NF HTCHLY SINGULAR NATURE 


ANN ATSCLOSHRE GWONLD RFUFAL SOMRCES IDENTITY. 






SAURGE TS A HTCHLY PLACFEN INFORMANT, SPTTTCAL b/D 
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MARC RTH AND COMPANY AG, MARC PTCH ANN COMPANY TNTERNATTIONAL, ee 
LIMITEN, AXA CLAPEMNON A,@,2 RICO: FRMs MP2 TAX EVASTONS TRANTNG 
SC EEE REMY CALS MY 
THT COMMIMITCATTION TS MIMNOLACCTETEN", FXATET WHEPF OTHFaNTCE 
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RFRIQKR FFRRMAPY O4, [9%A4, PFLAYING MYTFL FREPIARY O4, 1994, 
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TO LEGAL ATTACHR BERN POTAPTTY 146-F 
LFGAT, ATTACHE ROMN PPTAPTTY 233-"0 
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MAP OTOH = FHOTTTYRe DTIC GPHEN = FNATTIVE, FT ALS 
PTAs FRite MP: TAX FUASTAN+ TRANTNG WITH THRE FMP¥V AN: 
MPM YOR, 
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YTEELPPYDRS TA RNPTAI, NATEN FRRPUARY 2, 1974 AND 


TRARITAPY 9%, 1994, 
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QM FRPPIAPY 97, 498A, equncr 
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DEANE ST AF THR RITPRATIe 
NTSCEMTMATE CONTENTS QP THTC TELFTVPP TO LFeATS 
| RERM AND RANM, 
HOP FYTREME QANTTAN TY NTGSEMINTTING TNEAPMATTION 
TO TNOTYUTONMAL ANTCTNE THR FRORRAL PrPRAI OF TNURCTTAATTON, 
ANMINTOTOATTYE ¢ 


b7D 


TNEOPMATION FROM SQHPOF TS OF A HIGHLY SINAMLAR NOTURE 
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PAGR THRFR NF HA 9745 =e Re 


AND NISCLOSURE CONLD' PRURAL COURCR'S THENTITY, [| 


SONPOR TS A HTGHLY PLACED TNFORMANT CRITTCAL 






b7D 

myNekw TNENTITY, TF b7F 
b7E 

REYRALEON, MILE PASTTTUFLY LEAN TA PHYSTAAL, DANGER TA SNUROF 


ANT FAMILY, 


RE CANCTNFREN ARMEN ANT NANARRQIC, 
cat Dae ana 8 . e 
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UNITED STATES GOVERNMENT 


memorandum 


DATE: 3/5/84 
b6 


REPLY TO 


SUBJECT: MARC RICH - Fugitive, et al 


TO: 183D-54 


on 3/5/84 the DCM 





For the information of t 
rised generall 








b7E 


He requested 
neces appeared 









b7E 


that ffice inform 
ready 


The DCM was to a 
it appeared that someone in @ Department of State was aware b7E 


because the Political Counselor in the AmEmbassy Bonn had been 
in contact with Legat, Bonn at the direction of the Department. 
The DCM indicated that he intended to make contact with the 
Department of State to suggest that they make contact with the 
Office of International Affairs. 


Following the conversation with the DCM Legat, Bonn was 


contacted and_he was requested to give Legat, Bern advance 
warning when iy 


AGR 
- (1) 


SEARED (DEXED. 
a) ae) 7 


; 


MAR ¢ 1984 | 
| oy 





OPTIONAL FORM-NO, 10 
(REV. 1-80) 

GSA FPMR (41 CFR) 101-11.6 
5010-114 


*U.S. GOVERNMENT PRINTING OFFICE 1982 361-526/8108 





X AIRTEL 


TO: 


FROM: 


SUBJECT: 


2/a4/84 


DIRECTO q 196B-2848) (P) b6 
(ATTN: FINANCIAL CRIMES UNIT) b7c 
ADIC, NEW YORK (196A~-1774) (P) (M-1) 


MARC RICH - FUGITIVE; 
~ FUGITIVE; 
b6 
MARC RICH AND COMPANY A. G., b7c 
MARC RICH AND COMPANY INTERNATIONAL L™D., aka 
Clarendon A. G.3 
RICO; 
FBW; 
MF; 
TAX EVASION; 
TRADING WITH THE ENEMY 
(00: NY) 


ReNYteletype to Director, dated 2/3/84. 


Enclosed for the Bureau is one package containing, 


five envelopes which contain: 


1. Copy of indictment on 9/19/83, by SDNY, of subjects. 


(14)- Bureau (Enels. 1) 73 
-~ New York 


RVR: tll 
(16) 








e 6 


UNITED STATES GOVERNMENT - 


UNCLASSIFIED 
memorandum 
paTE: 3/6/84. 
REPLY TO b6 
ATTINOF: ,,W. LEVINE, Legat b7C 


SUBJECT: Marc RICH; Pincus cremn;| et al 


Attached for your information, and that of other interested 
officers, is a summary document prepared on 2/24/84 by the New 
york Office of the FBI. This document synopsizes the investigation 
and the charges against the subjects in the Southern District of 
New York. 


We also have available a copy of the indictment against these 
individuals, which you may certainly have and read if you are 
interested. 


b6 
b7C 
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1 - Legat a er 
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7 March 1984 


Our no. 183D<-54 


eee ~ 


Re: Mare RICH; 


l aa — | 
b6 fachateear inrluenced and Corrupt 


bic} 06 OX ganization; 
Fraud by Wire: 
Mail Fraud; 
frading with the Enemy 


Dear Sirs: 


For your assistance in understanding the investigation 
and resulting court proceedings in the United States, we have 
attached hereto a summary document prepared by the Mew York 
Office of the FBI as well as a copy of the indictment in the 
Southern District of New York. 


Yours truly, 


Lawrence W. Levine 
Attache 


2 ~ addressee (encl 2) 
1 - 183D-54 


ea 


NOTE: The dissemination of these documents was 





mentioned on 3/7/84 to the Embassy Economics 

Officer. AS32 2- SY #7 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


eo ed x 
UNITED STATES OF AMERICA : 
- VO z INDICTMENT 

MARC RICH, PINCUS GREEN, : S 83 Cr. 579 (SWK) 
CLYDE MELTZER, MARC RICH + CO., 
A.G., and MARC RICH + CO. $ 
INTERNATIONAL, LTD., now known as 
"Clarendon Ltd." : 

Defendants. : 
—_—_— = we = eel lc OO elle eee SP Se x 


COUNTS ONE THROUGH TWENTY-THREE 
THE SCHEME TO DEFRAUD THE IRS 

The Grand Jury charges: 

Introduction 

At all times relevant to this Indictment, except as 
otherwise indicated: 

Ls The defendant MARC RICH is a United States citizen 
and a principal shareholder and Chairman of the Board of 
Directors of the defendant MARC RICH + CO., A.G. ("AG"), and 
Chairman of the defendant MARC RICH + CO. INTERNATIONAL, LTD. © 
now known as "Clarendon Ltd.," ("INTERNATIONAL"). In or enous 
the summer of 1983, the defendant MARC RICH left the United 
States and has not returned. 

2. The defendant PINCUS GREEN is a United States 
citizen and a principal shareholder and member of the Board of - —- 
Directors of the defendant AG, and President of the defendant 


INTERNATIONAL. In or about the summer of 1983, the defendant 


PINCUS GREEN, left the United States and has not returned... 
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oe The defendant CLYDE MELTZER is a United States 

citizen and vice-president in charge of crude oil trading for 

Listo Petroleum, Houston, Texas. In or about late summer 1982, 

the defendant CLYDE MELTZER was hired as a crude oil trader by 

the defendant INTERNATIONAL. 

4. The defendant AG is a Swiss corporation which is 
engaged in the worldwide business of trading commodities, including 
crudé oil, and transacts and does business in the United States. 
The defendant AG does not file United States corporate income 
tax returns. 

5. The defendant INTERNATIONAL is a wholly-owned 
Swiss subsidiary of the defendant AG, which is in the business of 
trading commodities, including crude oil, in the United States. 
The defendant INTERNATIONAL has its principal offices in New York 
City and in Zug, Switzerland. The defendant INTERNATIONAL files 
United States corpovate income tax returns. During 1980 and 
1981, revenues generated by the defendant INTERNATIONAL from 
crude oil trading constituted the principal part of the defendant 
INTERNATIONAL's reportable income in the United States for 
corporate income tax purposes. As a reseller and trader of crude 
oil in the United States, defendant INTERNATIONAL was also 
subject to the oil price control rules and regulations 
administered by the Department of Energy as set forth in 
Paragraphs 12 through 21 below. In or about July 1983, the 
defendant AG purported to sell the defendant INTERNATIONAL to 


all shareholders of the defendant AG except the defendants MARC 
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RICH and PINCUS GREEN, who remain the principal shareholders of 
the defendant AG. As a result of the purported sale, the name 
of the defendant INTERNATIONAL was changed to Clarendon Ltd. 

6. Rescor, Inc. ("Rescor") and Highams Consultants 
("Highams") are wholly-owned Panamanian subsidiaries of the 
defendant AG engaged in the business of trading crude oil. 

Rescor and Highams do not maintain separate sets of books and 
records from the defendant AG. 
The Scheme to Defraud 

7. From in or about January 1980, up to and including 
the date of the filing of this Indictment, in the Southern Dis- 
trict of New York and elsewhere, MARC RICH, PINCUS GREEN, CLYDE 
MELTZER, AG, and INTERNATIONAL, the defendants, together with 
others known and unknown to the Grand Jury ("co-schemers"), unlaw- 
fully, wilfully and knowingly would and did devise and intend to 
devise a scheme and’artifice to defraud the United States and an 
agency thereof, to wit, the Internal Revenue Service, in its 
lawful governmental function of administering and overseeing the 
collection of taxes in the United States, and to obtain money and 
property by false and fraudulent pretenses, deprecentarions and 
promises. The defendants engaged in this scheme as part of a 
pattern of racketeering activity in which they concealed in 
excess of $100 million in taxable income of the defendant 


INTERNATOINAL, most of which income was illegally generated 
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through the defendants' violations of federal energy laws and 
regulations. This scheme,and pattern of racketeering activity, 
enabled to defendant INTERNATIONAL to evade in excess of $48 
million in United States taxes for the 1980 and 1981 tax years. 

8% It was part of said scheme and artifice to defraud 
the IRS that the defendants MARC RICH and PINCUS GREEN would and 
did cause third party companies, to wit, West Texas Marketing 
("WIM"), Abilene, Texas, and Listo Petroleum ("Listo"), Houston, 
Texas, with the aid of the defendant CLYDE MELTZER, to conduct 
business for and on behalf of the defendant INTERNATIONAL and to 
conceal approximately $71 million in domestic profits belonging 
to the defendant INTERNATIONAL by making it appear that such 
profits had in fact been earned by WTM and Listo rather than by 
the defendant INTERNATIONAL. 

a It was further part of said scheme and artifice to 
defraud the IRS that the $71 million in domestic profits of the 
defendant INTERNATIONAL being concealed and held by WTM and Listo 
would be and were moved by wire transfers to foreign bank 
accounts of the defendant AG and its wholly-owned subsidiaries 
Rescor and Highams through a series of sham transactions 
involving foreign crude oil, in which WTM and Listo purportedly 
"lost" to the defendant AG amounts equivalent to the concealed 


profits actually belonging to the defendant INTERNATIONAL. 
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10. It was further part of said scheme and artifice to 
defraud the IRS that the defendants and their co-schemers would 
and did create in excess of $31 million in fraudulent deductions 
for the defendant INTERNATIONAL by fabricating transactions be- 
tween the defendants AG and INTERNATIONAL relating to offshore 
oil deals between the defendant AG and Charter Oil Company Baha- 
mas. As a result of these sham transactions, over $31 million in 
taxable income was diverted from the defendant INTERNATIONAL off- 
shore to the defendant AG. 

11. It was a further part of said scheme and artifice 
to defraud the IRS that the defendants and their co-schemers 
would and did create $2,716,510.00 in fraudulent deductions for 
the defendant INTERNATIONAL by fabricating a transaction between 
the defendant INTERNATIONAL and Rescor involving the purchase of 
foreign crude oil by Rescor. As a result of this sham 
transaction, $2,716,510.00 in taxable income was diverted from 
the defendant INTERNATIONAL offshore to the defendant AG through 
Rescor. 

Background: Oil Price Control Regulations 

12. The Emergency Petroleum Allocation Act (EPAA) of 
1973, Title 15, United States Code, Section 751, et seq., and the 
regulations promulgated thereunder (the "regulations"), provided 
for price controls and mandatory allocation of all crude oil 


produced in or imported into the United States. 


a 
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13. Under various of the regulations, the United 
States, through the Department of Energy ("DOE"), limited the 
prices that could be charged for domestic crude oil. Under the 
regulations, the permissible price was different for different 
regulatory categories of crude oil. 

14. The regulatory categories of crude oil were "old" 
(also called "lower tier"), "new" (also called "upper tier") and 
"stripper." Crude oil was categorized or labelled "old," "new", 
or "stripper" depending on the history or the level of production 
of the well from which the oil came. Crude oil coming from a 
well at or below a designated 1972 level of production was 
labelled "old"; "new" oil referred to crude oil discovered since 
1973 or oil obtained from existing wells in excess of the 1972 
level of production; "stripper" oil referred to crude oil 
produced from a well whose average daily production was less then 
ten barrels. These»scategories (or labels) corresponded to price 
control categories and were not based on any physical or chemical 
characteristics of the oil. Since the oil was physically identi- 
cal, oftentimes a quantity of domestic crude oil contained compo- 
nents of old oil, new oil and stripper. A barrel of domestic 
crude oil with a new oil or old oil component was referred to as 
a “controlled barrel." Stripper oil was referred to as 


"uncontrolled." 
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15. Old oil (lower Werth had the lowest maximum lawful 
selling price. New oil (upper tier) had a higher maximum lawful 
selling price than old oil. Stripper oil was exempt from price 
controls and could be sold at the world market price which was 
far in excess of the prices for old and new oil. Depending on 
the type of crude oil, a stripper barrel would at relevant times 
sell for in excess of $20 more than a lower tier barrel and $15 
more than an upper tier barrel of like quality. 

16. Under the regulations, an entity which purchased 
and resold crude oil without substantially changing its form by 
refining, processing or other means was defined as a crude oil 
reseller. The defendant INTERNATIONAL was a crude oil "reseller" 
under the regulations. 

17. Every seller or reseller of a volume of domestic 
crude oil was required by the regulations to certify in writing 
to the purchaser thé respective amounts and prices of old oil, 
new oil, and stripper oil contained in the crude oil being sold. 
The DOE periodically audited and reviewed the records of sellers 
and purchasers of crude oil, which records were required to be 
kept by law, to determine compliance with the regulations. 

18. During the period of price controls, in order to 
evade the regulations and produce huge profits, controlled oil 
was on occasion sold through a series of oil resellers known in 
the crude oil industry as a "daisy chain." The defendant 
INTERNATIONAL frequently participated as the original reseller of 


controlled oil into a "daisy chain." The "daisy chain" was 
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utilized by the original reseller to make it extremely difficult 
to trace the movement of controlled barrels and to facilitate 
alteration of the certifications on controlled barrels into 
stripper barrels (uncontrolled) which could then be sold at the 
much higher world market price. The original reseller of 
controlled oil into the "daisy chain" would receive, at the 
conclusion of the "daisy chain," an equivalent quantity of crude 
oil certified as stripper barrels at drastically discounted 
prices from the world market value. The original reseller would 
then sell these stripper barrels at the world market price and 
realize enormous profits. Each of the oil companies in the 
"daisy chain" made a smaller profit. 

19, Under the regulations, the maximum lawful selling 
price set by the DOE for a barrel of old oil or new 
oil only controlled the price of that barrel the first time it 
was sold in the United States market. To control the price of 
that barrel when it was resold, the DOE simply limited the 
amount of markup a reseller could add to the original price. 
The same markup restrictions were used to limit the price of 
stipper oil when it was resold. Thus, while the price of a 
barrel of stripper oil was uncontrolled the first time it was 
sold in the United States market, if that barrel was resold, the 
DOE limited the markup the reseller could add to the original, 
uncontrolled price. The DOE restricted the amount of markup a 
reseller could add to the price of oil by establishing a 


"permissible average markup" ("PAM") for resellers. Effective 
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September 1, 1980, the DOE established a permissible average 
markup of 20¢ per barrel for a reseller such as the defendant 
INTERNATIONAL. In the event that a reseller's actual average 
markup, computed on a monthly basis, exceeded its PAM, the excess 
profits were illegal. 

20. Resellers were required on a monthly basis to 
submit forms ERA-69 to the DOE setting forth their actual average 
markup per barrel for crude oil sales. On the ERA-69, resellers 
were required to set forth the dollar amount of any PAM 
overcharges in order that the overcharges could be immediately 
refunded to customers. 

21. The defendant INTERNATIONAL was a reseller subject 
to the 20¢ per barrel PAM and was required to file forms ERA-69 
on a monthly basis. 

: Methods and Means 

22. Among the methods and means employed by the 
defendants MARC RICH, PINCUS GREEN, CLYDE MELTZER, AG and 
INTERNATIONAL and their co-schemers to effectuate the scheme to 
defraud the IRS, were the following: 

The West Texas Marketing "Pot" 

(a) Prior to September 1980 and the imposition 
of the 20¢ per barrel PAM, the defendants MARC RICH and PINCUS 
GREEN for the defendant INTERNATIONAL would and did transact 
numerous “daisy chain" crude oil deals with West Texas Marketing 


("WIM"), a crude oil reseller in Abilene, Texas. 
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In those "daisy chain" deals, WIM would and did purchase from the 
defendant INTERNATIONAL domestic controlled oil upon WTM's 
Lee enane tc sell back to the defendant INTERNATIONAL, after 
passage through a "daisy chain," an equal quantity of stripper 
oil (uncontrolled) at a substantial discount from the world 
market price. The defendant INTERNATIONAL then sold that 
discounted stripper oil to third parties for huge profits. 

Prior to September 1980, the substantial profits from these 
transactions were recorded on the books and records of the 
defendant INTERNATIONAL. 

(b) The defendants MARC RICH and PINCUS GREEN 
agreed with the principals of WTM that beginning in September 
1980, when the defendant INTERNATIONAL was limited by law to a 
20¢ per barrel PAM, WTM would alter its "daisy chain" transactions 
with the defendant INTERNATIONAL so that the huge profits of the 
defendant INTERNATIGNAL from these crude oil transactions would 
be retained for it by WTM, rather than being reflected on the 
books and records of the defendant INTERNATIONAL as before. In 
these post-September 1, 1980 transactions, WTM would and did 
continue to buy controlled barrels from the defendant INTERNATIONAL 
at the controlled price and would and did agree to produce for 
the defendant INTERNATIONAL an equal number of stripper barrels —-- 
at a price substantially below the market value. However, rather 
than sell these cheap stripper barrels back to the defendant 


INTERNATIONAL at the lower price as previously, WIM agreed 


ato = 
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ostensibly to sell the stripper barrels to the defendant 
INTERNATIONAL, or to third party companies designated by the 
defendant INTERNATIONAL, at the higher market price. From these 
deals, WTM purportedly reflected huge profits on its books, which 
profits were referred to as the "pot." 

(c) The defendants MARC RICH and PINCUS GREEN and the 
principals of WIM further agreed that the huge profits in the 
"pot" belonged to the defendant INTERNATIONAL and would be 
retained by WIM in its bank accounts for the defendant 
INTERNATIONAL. 

(a4) To further conceal the scheme, the defendants and 
their co-schemers would and did cause WTM to prepare and mail 
invoices to the defendant INTERNATIONAL which falsely indicated 
that WTM had sold the stripper barrels to the defendant 
INTERNATIONAL at the high world market price, when in truth and 
in fact the defendafit INTERNATIONAL was paying a far lower price 
upon WIM's agreement secretly to kickback to the defendants the 
huge profits held by WIM for the defendant INTERNATIONAL in the 
"pot". 

(e) The monies in the "pot" were periodically moved 
out of the United States at the instance of the defendants MARC 
RICH and PINCUS GREEN, for the defendant INTERNATIONAL, to foreign 
bank accounts of the defendant AG and its foreign subsidiaries 


Rescor and Highams through sham transactions, wherein WIM would 


a se 
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incur pre-arranged "losses" to the defendant AG and its foreign 


subsidiaries. For example, in many of these transactions the 





defendant AG would purportedly sell a cargo of foreign crude oil 
to WIM, and then WIM would ostensibly sell the same oil back on 
the same day to Rescor, the defendant AG's subsidiary, for $3 per 
barrel less than WIM had paid for it. The $3 per barrel more 
which WIM paid AG, over the amount win received from Rescor, came 
out of the "pot." These transactions were a sham in that they 
were utilized by the defendants solely to remove monies from the 
"pot" and move the profits offshore. The defendants paid WIM a 
small fee per barrel to engage in these sham loss transactions. 

(£) On or about April 30, 1981, the defendant MARC 
RICH and others met in New York, New York with representatives 
of WTM to discuss the amount remaining in the WIM "pot". The 
defendant MARC RICH and the principals of WIM agreed on a 
compromise "pot" amount of $1,215,000.00 and as a result of the 
meeting, the $1,215,000.00 from the "pot" was moved out of the 
United States to the defendant AG through a sham foreign loss 
transaction involving AG's subsidiary Highams. 

(g) From in or about October 1980, through May 1981, 
the defendants moved and caused to be moved in excess of $23 
million of the defendant INTERNATIONAL's income offshore to the 
defendant AG and its foreign subsidiaries from the WIM "pot". 

(h) For the purpose of executing the scheme and artifice 
to defraud and attempting to do so, the defendants and their co- 


schemers would and did transmit, and cause to be transmitted, 
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telefaxes, and wire transfers of monies from the "pot" sent by 
WIM from the United States to foreign bank accounts of the 
defendant AG and its subsidiary Highams resulting from transac- 
tions involving oil tankers, as set forth below in Counts 1 
through 9 hereinbelow. 

The Listo "Pot" 

(i) In and around September 1980, the defendants and 
their co-schemers would and did agree with Listo Petroleum 
Corporation ("Listo"), a crude oil reseller in Houston, Texas, to 
a scheme which was essentially a duplicate of the WTM scheme set 
forth above, in order to conceal additional profits of the defendant 
INTERNATIONAL from sales of domestic crude oil by retaining the | 
defendant INTERNATIONAL's profits on the books and records of 
Listo. Just as with the WIM scheme, the defendants and their 
co-schemers referred to these monies as the "pot." As with the 
WIM scheme, these hiage profits were moved from the books of Listo 
offshore to foreign bank accounts of defendant AG and its foreign 
subsidiaries through a series of sham foreign loss transactions 
wherein Listo would incur pre-arranged "losses" to the defendant 
AG and its foreign subsidiary Rescor on the purchase and sale of 
foreign crude oil. Also as with the WIM scheme, these transactions 
included deals in which Listo would buy crude oil from the defend- 
ant AG and then immediately resell the same oil back to Rescor, 
paying AG $3 more per barrel than Listo received from Rescor. As 
with the WIM scheme, this sham loss of $3 per barrel was paid out 


of the "pot". 
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(j) In or about August 1980, the defendants MARC RICH 
and PINCUS GREEN on behalf of the defendant INTERNATIONAL, nego- 
tiated with representatives of Atlantic Richfield Company 
("Arco") to purchase controlled barrels of a particular type of 
domestic crude oil known as Alaskan North Slope ("ANS") oil. 
After a series of negotiations, the defendants MARC RICH and 
PINCUS GREEN for the defendant INTERNATIONAL agreed to purchase 
from’ Arco approximately 18 million ANS controlled barrels to be 
delivered in 1980 and 1981. The defendants MARC RICH and PINCUS 
GREEN subsequently informed Arco that Listo, rather than the de- 
fendant INTERNATIONAL, would be the contracting party with Arco 
on the deal. The ANS barrels from the Arco deal comprised the ~~ 
majority of barrels from which "pot" monies were collected for 
the defendant INTERNATIONAL on the books of Listo. 

(k) As with the WTM scheme, the defendant CLYDE MELTZER 
for Listo agreed to,acquire for the defendant INTERNATIONAL strip- 
per ANS barrels at prices far below the world market price. As 
with the WIM scheme, Listo agreed to sell the stripper ANS bar- 
rels to the defendant INTERNATIONAL ostensibly at the higher mar- 
ket price, thereby purportedly reflecting huge profits on Listo's 
books. 

(1) To further conceal the scheme, the defendants and 
their co-schemers would and did cause Listo to prepare and mail 
invoices to the defendant INTERNATIONAL which falsely indicated 


that Listo had sold the stripper barrels at the high world market 
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price, when in truth and in fact the defendant INTERNATIONAL was 
paying a far lower price upon Listo's agreement to secretly kick- 
back to the defendants the huge profits kept by Listo for the 
defendant INTERNATIONAL in the "pot." 

(m) In 1980 and 1981, the defandants moved and 
caused to be moved in excess of $47 million of the defendant 
INTERNATIONAL's income offshore to the defendant AG from the 
Listo "pot". 

(n) The defendants MARC RICH and PINCUS GREEN regularly 
met in New York with the defendant CLYDE MELTZER to discuss the 
Listo "pot". At these meetings, the defendant CLYDE MELTZER would 
give the defendants MARC RICH and PINCUS GREEN records accounting 
for monies currently in the "pot". 

(o) For the purpose of executing the scheme and artifice 
to defraud and attempting to do so, the defendants and their co- 
schemers would and 4@id transmit, and cause to be transmitted, wire 
transfers of monies from the "pot" sent by Listo from the United 
States to foreign bank accounts of the defendant AG resulting 
from transactions involving oil tankers, as set forth in Counts 
10 through 20 hereinbelow. 

The Charter False Deductions 

(p) In and around May 1980, the defendants and their 
co-schemers entered into a transaction with Charter Crude Oil 
Company ("Charter") wherein Charter agreed to sell the defendant 
INTERNATIONAL domestic controlled barrels and the defendant AG 
agreed to sell Charter's Bahamian subsidiary foreign crude oil at 


substantial discounts from the world market price. The transaction 


= 15 - 









































MJA:mj @ @ 


"MC-0013/1B ' 


called for the delivery of controlled barrels to the defendant 
INTERNATIONAL and the delivery of foreign barrels from the 
defendant AG to Charter's Bahamian subsidiary on a monthly basis 
from June 1980, through at least December 1980. The vast majority 
of the controlled barrels delivered by Charter to the defendant 
INTERNATIONAL were sold by the defendants to WIM in "daisy chain" 
transactions, and the defendant INTERNATIONAL realized 
substantial’ profits. 

(q) Subsequently, in or about late summer 1980, the 
defendants prepared fraudulent invoices in order illegally to 
transfer much of the defendant INTERNATIONAL's profits from these 
transactions offshore to the defendant AG. The defendant AG 
invoiced the defendant INTERNATIONAL for $31,106,273.08, charging 
the defendant INTERNATIONAL for the difference between the 
discounted price (the price that the defendant AG had sold the 
foreign crude oil t6 Charter's Bahamian subsidiary) and the 
purported world market price for the crude oil. These false and 
fraudulent invoices and the subsequent entries on the defendant 
INTERNATIONAL's books falsely purported that the defendant 
INTERNATIONAL had purchased the foreign crude oil from the 
defendant AG at its "fair market value" and subsequently sold the 
foreign crude oil to Charter's Bahamian subsidiary at a 
substantial discount, when in truth and in fact the defendant 
INTERNATIONAL had never purchased the foreign crude oil from the 


defendant AG or sold it to Charter's subsidiary. The defendant 
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MARC RICH instructed the comptroller for the defendant 
INTERNATIONAL to notify his counterpart at the defendant AG in 
zug, Switzerland, to prepare these fraudulent invoices. Asa 
result, the defendant INTERNATIONAL fraudulently reduced the 
amount of the defendant INTERNATIONAL's taxable income for 1980 
by $31,106,273.08 and transferred most of that sum offshore to 
the defendant AG. ne 

(r) In and around September 1980, in order to make the 
invoices further appear as if there had been an actual contract 
between the defendant AG and the defendant INTERNATIONAL, the 
defendant AG sent the defendant INTERNATIONAL new invoices which 
read "contract price" rather than "fair market value." The old 
invoices were destroyed and the new invoices were placed in the 
defendant INTERNATIONAL's records. 

(s) For the purpose of executing the scheme and 
artifice to defraud’*and attempting to do so, the defendants and 
their co-schemers would and did transmit, and cause to be transmit- 
ted, wire transfers of monies sent by the defendant INTERNATIONAL 
from the United States to foreign bank accounts of the defendant 
AG resulting from transactions involving oil tankers, as set forth 
below in Counts 21 and 22 hereinbelow. 

The Arco False Deduction 

(t) In or about the Fall of 1980, the defendants and 
their co-schemers would and did cause a fraudulent invoice to 
be prepared wherein Rescor invoiced the defendant INTERNATIONAL 


for $2,716,510.00. This invoice concerned a non-existent contract 
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between Rescor and the defendant INTERNATIONAL concerning the 
sale of foreign crude oil to Rescor by the defendant INTERNATIONAL. 
The fraudulent invoice made it appear that the defendant 
INTERNATIONAL had a contract with Rescor to sell it foreign crude 
oil. The fraudulent invoice made it further appear that the de- 
fendant INTERNATIONAL had failed to provide the oil under this 
purported contract and that consequéntly Rescor had had to pur- 
chase a similar quantity of oil from Arco at five dollars per 
barrel above the purported contract price between Rescor and the 
defendant INTERNATIONAL. As a result, the defendants fraudulent- 
ly reduced the amount of the defendant INTERNATIONAL's taxable 
income for 1980 by $2,716,510.00 and transferred that sum off- 
shore to the defendant AG. “ 

(u) Just as with the fraudulent Charter invoices, the 
defendant MARC RICH instructed the comptroller of the defendant 
INTERNATIONAL to notify his counterpart at the defendant AG in 
Zug, Switzerland to prepare this fraudulent invoice for Rescor to 
be delivered to the defendant INTERNATIONAL. 

(v) For the purpose of executing the scheme and 
artifice to defraud and attempting to do so, the defendants and 
their co-schemers would and did transmit, and cause to be 
transmitted, a wire transfer from the defendant INTERNATIONAL to 
Rescor for a shipment on the oil tanker “Wind Escort," as set 


forth in Count 23 hereinbelow. 


Ey i: ae 
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Jurisdictional Allegations 


23. For the purposes of executing the scheme and 





artifice to defraud the DOE and attempting to do so, on or about 


the dates. set forth below, the defendants MARC RICH, PINCUS 


GREEN, CLYDE MELTZER, AG, and INTERNATIONAL unlawfully, wilfully 


and knowingly, did transmit and cause to be transmitted by means 


of wire, radio and television communication, in interstate and 


foreign commerce, certain telexes, telefaxes and cable and wire 


transfers of monies, all as more particularly set forth in 


Counts 1 through 23 herein below: 


COUNT 


WIRE COMMUNICATION 


wire transfer to AG 
of $12,507,818.40 


(including $1,786 ,831.00 


from the pot) by WIM: 
"Arctic Star" g 
Wire transfer to AG 
of $4,050,000.00 by 
WIM from the "pot": 
"Norse King" 


wire transfer to AG 
of $5,384,217.00 by 
WIM from the "pot": 
"Olympic Bond" 


wire transfer to AG 
of $5,000,000.00 


by WIM from the "pot": 
"Nia Rocco Piaggio" and 


“Okinoshima Maru" 


wire transfer to AG 
of $1,199,974.00 by 
WIM from the "pot": 
"“Okinoshima Maru" 


APPROXIMATE DATE OF 


WIRE COMMUNICATION 


‘WIM "pot" 
October 21, 1980 


October 23, 1980 


January 5, 1981 


January 30, 1981 


February 9, 1981 


- 19 - 


DEFENDANT — “ae 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 
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COUNT 


10 


11 


12 


13 


14 


WIRE COMMUNICATION 


wire transfer to AG 
of $5,141,709.00 by 
WIM from the "pot": 
"Romo Maersk" 


telefaxes of handwritten 
notes re WIM pot from 
International to WIM 


_telefax of typewritten 
summary re WIM pot fron 
WIM to International 


telefax of typewritten 
summary re WIM pot from 
International to WIM 


Wire transfer to AG 

of $32,950,790.78 
(including $4,131,620.24 
from the pot) by 

Listo: "Montessa" 


wire transfer to AG 
of $4,259,844.00 By 
Listo from the "pot": 
" Universe Explorer" 


wire transfer to AG 

of $18,605,470.63 
(including $2,241,743.45 
from the “pot") by 
Listo: “Alnair II" 


wire transfer to AG 

of $19,946,906.84 
(including $2,266,694.30 
from the "pot") by 
Listo: "Lamyra" 


wire transfer to AG 
of $5,291,409.80 by 
Listo from the "pot": 
"Arctic Star" 





@ 


APPROXIMATE DATE OF 
WIRE COMMUNICATION 


February 23, 1981 


February 1, 1981 
February 9, 1981 
February 10, 1981 


Listo "Pot" 


December 5, 1980 


December 15, 1980 


December 23, 1980 


December 31, 1980 


January 27, 1981 


= 96s 





DEFENDANT 


Rich, Green, 
AG and International 


Rich, Green 
AG and 
International 


Rich, Green, 
AG and 
International 


Rich, Green, 
AG and 
International 


Rich, Green, Meltzer, 
AG, and International 


Rich, Green, Meltzer, 
AG, and International 


Rich, Green, Meltzer, 
AG, and International 


Rich, Green, Meltzer, 
AG, and International 


Rich, Green, Meltzer, 
AG, and International 
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COUNT 


15 


16 


17 


18 


19 


20 


21 


22 





APPROXIMATE DATE OF 


WIRE COMMUNICATION 


wire transfer to AG 
of $3,349,660.34 by 
Listo from the "pot": 
"Tonian Commander" 


January 30, 1981 


wire transfer to AG 
of $1,873,584.45 by 
Listo from the "pot": 
"Jeci" 


February 2, 1981 


wire transfer to AG 
of $6,396,202.22 by 
Listo fram the "pot": 
"Keiyoh Maru" 


February 11, 1981 


wire transfer to AG 
of $5,315,478.50 by 
Listo from the "pot": 
"White Gardenia" 


March 3, 1981 


wire transfer to AG 
of $9,452,307.00 by 
Listo from the "pot": 
“Jamanda" and 

"Norse King" 


May 5, 1981 


wire transfer to” 
Rescor of $3,000,000.00 
by Listo: "Philip 

of Macedon" and 
"Okinoshima Maru" 


May 14, 1981 


Charter False Deductions 


wire transfer to AG 
of $29,157,628.90 by 
International: "Luna Mar", 
"Devali," "World Scholar" 
and "Ratna Jayshree" 


September 29, 1980 


wire transfer to AG 
of $1,659,472.80 by 
International: "Santamar" 


April 7, 1981 


ad BA as 


WIRE COMMUNICATION 


DEFENDANT . 


Rich, Green, Meltzer, 
AG, and International 


Rich, Green, Meltzer, 
AG, and International 


Rich, Green, Meltzer, 
AG, and International 


Rich, Green, Meltzer, 
AG, and International 


Rich, Green, Meltzer, 
AG, and International 


Rich, Green, Meltzer, 
AG, and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 
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APPROXIMATE DATE OF 
COUNT WIRE COMMUNICATION WIRE COMMUNICATION DEFENDANT 
Arco False Deduction 

23 wire transfer to Rescor August 27, 1981 Rich, Green, 
of $2,716,510.00 by AG and International 
International: "Wind 
Escort" 


(Title 18, United States Code, Sections 1343 and 2.) 


COUNTS TWENTY-FOUR THROUGH THIRTY-EIGHT 


THE SCHEME TO DEFRAUD THE 
DEPARTMENT OF ENERGY 


The Grand Jury further charges: 

24. Each and every allegation contained in Paragraphs 
1 through 23, and all of subparts thereof, of Counts One through 
Twenty-three of this Indictment is realleged and incorporated by 
reference herein as if fully set forth. 

25. From in or about January 1980, up to and including 
the date of the filing of this Indictment, in the Southern 
District of New York and elsewhere, MARC RICH, PINCUS GREEN, 
CLYDE MELTZER, AG and INTERNATIONAL, the defendants, together 
with others known and unknown to the Grand Jury ("co-schemers"), 
unlawfully, wilfully and knowingly would and did devise and in- 
tend to devise a scheme and artifice to defraud the United States 
and an agency thereof, to wit, the Department of Energy, in 
its lawful governmental function of administering and overseeing 
the laws and regulations which provided for price controls and 
markup requirements for the sale of crude oil produced in or im- 
ported into the United States, and to obtain money and property 


by false and fraudulent pretenses, representations and promises. 
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Methods and Means 

26. It was part of the defendants' scheme and artifice 
to defraud the DOE that the huge profits of the defendant 
INTERNATIONAL held on the books of Listo and WTM were derived by 
the defendants through a deliberate attempt to violate and 
circumvent the price control and permissible average markup 
regulations of the DOE, through the methods and means described 
in Paragraphs 22 and 23, and the subparts thereof, above. 

27. Among the additional methods and means employed by 
the defendants MARC RICH, PINCUS GREEN, CLYDE MELTZER, AG and 
INTERNATIONAL and their co-schemers to carry out the scheme and 
artifice to defraud the DOE were the following: 

(a) The defendants and their co-schemers would 
and did cause forms ERA-69 for the defendant INTERNATIONAL to be 
prepared and filed with the DOE for the months September 1980 
through January 198%, which forms ERA-69 falsely failed to 
reflect the approximately $71 million of profits of the defendant 
INTERNATIONAL kept in the WTM and Listo "pots." Instead, these 
forms ERA-69 fraudulently stated that the defendant INTERNATIONAL 
was losing money on its crude oil sales for these months and that 
its average markup for crude oil sales was within its 20¢ per 
barrel permissible average markup. 

(b) The defendants and their co-schemers would and did 
cause to be prepared and mailed to the defendant INTERNATIONAL 
the false and fraudulent invoices from WTM and from Listo described 


in Paragraphs 22(d) and 22(1) above. 
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artifice to defraud the DOE and attempting to do so, on or about 
the dates set forth below, the defendants MARC RICH, PINCUS GREEN, 
CLYDE MELTZER, AG and INTERNATIONAL unlawfully, wilfully and 
knowingly, did place and cause to be placed in a post office and 
authorized depository for mail matter and did cause to be 
delivered by mail according to the directions thereon certain 


mail matter to be sent and delivered by the United States Postal 


28. For the purposes of executing the scheme and 





@ 





Service, all as more particularly set forth in Counts 24 through 


38 hereinbelow: 


COUNT 


24 


25 


26 


27 


28 


29 


30 


MATL COMMUNICATION 


ERA-69 for September 1980 
Sent by Express Mail 
to DOE 


ERA-69 for November 1980 
Sent by Express Mail 


‘to DOE 


* 


ERA-69 for December 1980 
Sent by Express Mail 
to DOE 


ERA-69 for January 1981 
Sent by Express Mail 
to DOE 


Invoice No. S9-041 mailed 
to International by WIM 
for 69,000 barrels at 
$2,280, 450.00 


Invoice No. S10-068 mailed 
to International by WIM for 
83,760 barrels at 
$2,787,210.00 


Invoice No. S10-069 mailed 
to International by WIM for 
71,300 barrels at 
$2,374,290.00 


APPROXIMATE DATE OF 
MATLING 


December 1, 1980 
January 30, 1981 
January 27, 1981 


March 31, 1981 


October 7, 1980 


November 6, 1980 


November 6, 1980 


S290 se 


DEFENDANT 
Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, . 
AG and International 


Rich, Green, 
AG and International 





31 


32 


33 


34 


35 


36 


37 


38 
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MATT COMMUNICATION 


Invoice No. $11-051 mailed 
to International by WIM for 
150,000 barrels at 
$4,995,000.00 


Invoice No. 0989 mailed to 
International by Listo 
for 313,629 barrels at 

$9 ,879,313.50: "Sinclair 
Texas" 


“Invoice No. 1126 mailed to 


International by Listo for 
261,486.49 barrels at 
$10,036,575.96: "Sinclair 
Texas" 


Invoice No. 1138 mailed to 
International by Listo 

for 405,544.61 barrels 

at $15,714,853.64: 
"Prudhoe Bay" 


Invoice No. 1139 mailed to 
International by Listo for 
458,532 barrels at 
$15,360,822.00: “Overseas 
New York" is 


Invoice No. 1140 mailed to 
International by Listo 
for 53,844.39 barrels at 
$2,086,470.11: "Sinclair 
Texas" 


Invoice No. 1271 mailed to 
International by Listo 

for 292,809 barrels at 
$10,043,348.70: “Arco 
Heritage" 


Invoice No. 1267 mailed to 
International by Listo 
for 332,390.25 barrels 

at $11,068,595.33: 

"Arco Heritage 


q 
e 


APPROXIMATE DATE OF 
MATLING 


December 4, 1980 


January 7, 1981 


January 21, 1981 


January 26, 1981 


January 26, 1981 


January 26, 1981 


February 24, 1981 


February 24, 1981 


DEFENDANT 


Rich, Green, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International. 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


(Title 18, United States Code, Sections 1341 and 2.) 
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COUNT THIRTY-NINE 
RACKETEERING 

The Grand Jury further charges: 

29. Each and every allegation contained in Paragraphs 
1 through 28, and all subparts thereof, of Counts One through - 
Thirty-eight of this Indictment is realleged and incorporated by 
reference and the subparts thereof as if fully set forth. 
: 30. From on and about January 1, 1980, up to and 
including the date of filing of this Indictment, in the Southern 
District of New York and elsewhere, MARC RICH, PINCUS GREEN, 
CLYDE MELTZER, AG and INTERNATIONAL, the defendants, being 
individuals and entities employed by and associated with an 
enterprise, as defined in 18 U.S.C. § 1961(4), engaged in and the 
activities of which affect interstate and foreign commerce, to 
wit, AG and its wholly-owned subsidiaries, the defendant 
INTERNATIONAL, Rescer and Highams, together with others known 
and unknown to the Grand Jury ("co-racketeers"), unlawfully, 
wilfully and knowingly, did conduct and participate, directly and 
indirectly, in the conduct of the affairs of the enterprise 
through a pattern of racketeering activity, as defined in 18 
U.S.C. § 1961(5), consisting of the acts of racketeering includ- 
ing wire fraud, indictable under Title 18, United States Code, 
Section 1343, as set forth in Paragraphs 1 through 23 and all 


subparts thereof, of Counts One through Twenty-three of this 


36? 
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Indictment, and mail fraud, indictable under Title 18, United 
States Code, Section 1341, as set forth in Paragraphs 24 through 
28 of Counts Twenty-four through Thirty-eight, all in violation of 
Title 18, United States Code, Section 1962(c). 

31. The defendants MARC RICH, PINCUS GREEN, CLYDE 
MELTZER, AG, INTERNATIONAL together with their co-racketeers 
conducted the enterprise through a pattern of racketeering activity 
wherein the defendants and others concealed in excess of $100 
million in taxable income of the defendant INTERNATIONAL by 
diverting it, through a series of sham transactions, offshore to 
the defendant AG. Most of this $100 million in taxable income 
was illegally generated through the defendants' violations of 
federal energy laws and regulations. .The enterprise has been | 
used by the defendants to enable the defendant INTERNATIONAL to 
evade in excess of $48 million in United States taxes for the 
1980 and 1981 tax yéars. 

The Pattern of Racketeering 

32. It was a part of the pattern of racketeering 
activity that from on or about January 1, 1980, up to and 
including the date of the filing of this Indictment, MARC RICH, 
PINCUS GREEN, CLYDE MELTZER, AG, and INTERNATIONAL, the defen- 
dants, together and with their co-racketeers, unlawfully, 
wilfully and knowingly, would and did devise and intend to devise 
schemes and artifices to defraud the United States, and agencies 
thereof, and to obtain money and property by means of false and 


fraudulent pretenses’, representations and promises, to wit: 
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(i) the Internal Revenue Service ("IRS") in its 
lawful governmental function of administering and overseeing the 
collection of taxes in the United States; and 

(ii) the Department of Energy ("DOE") in its lawful 
governmental function of administering and overseeing the laws and 
regulations which provided for price controls and limited markups 
on the sale of crude oil produced in or imported into the United 
States. 

33. It was part of the pattern of racketeering 
activity that MARC RICH, PINCUS GREEN, CLYDE MELTZER, AG and 
INTERNATIONAL, the defendants, together and with their 
co-racketeers, unlawfully, wilfully, and knowingly: 

(i) in executing the scheme to defraud the 
Internal Revenue Service, and attempting to do so, would and did 
commit the 24 acts of racketeering set forth below, and also 
set forth in detail’*in Paragraphs 1 through 23 of Counts One 
through Twenty-three; and 

(ii) in executing the scheme to defraud the 
Department of Energy, and attempting to do, would and did commit 
the 15 acts of racketeering set forth below, and also set forth 
in detail in Paragraphs 24 through 28 of Counts Twenty-four 


through Thirty-eight . 


nek Os 








(1) 


(2) 


(3) 


(4) 


(5) 


(6) 


(7) 


(8) 


(9) 
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I. THE SCHEME TO DEFRAUD THE IRS 


RACKETEERING ACT 





APPROXIMATE DATE VIOLATION 


WIM "Pot" 


wire transfer to AG October 21, 1980 
of $12,507,818.40 

(including $1,786,831.00 

from the "pot") by 

WIM: "Arctic Star" 


wire transfer 

to AG of $4,050,000.00 
by WIM from the "pot": 
"Norse King" 


October 23, 1980 


wire transfer to AG 
of $5,384,217.00 by 
WIM from the "pot": 
"Olympic Bond" 


January 5, 1981 


wire transfer to AG 

of $5,000,000.00 

by WIM from the "pot": 
"Nia Rocco Piaggio" and 
"Okinoshima Maru" 


January 30, 1981 


wire transfer to 

AG of $1,199,974.00 * 
by WIM from the "pot": 
"Okinoshima Maru" 


February 9, 1981 


Wire transfer to AG 
of $5,141,709.00 by 
WIM from the "pot": 
"Romo Maersk" 


February 23, 1981 


wire transfer to May 4, 1981 
Highams of $1,215,000.00 
by WIM fram the "pot": 


"Philip of Macedon" 


telefaxes of handwritten February 1, 1981 
notes re WIM pot from 
International to WIM 


telefax of typewritten 


summary re WIM pot 
from WIM to International 


February 9, 1981 


99 = 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 


.1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


DEFENDANTS 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 


AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 
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(10) 


(11) 


(12) 


(13) 


(14) 


(15) 


(16) 


(17) 


(18) 


RACKETEERING ACT 


telefax of typewritten 


summary re WIM pot 
from International to WIM 


February 10, 1981 


APPROXIMATE DATE VIOLATION 


18 USC §§ 
1343 and 2 


Listo "Pot" 


wire transfer to AG 

of $32,950,790.78 
(including $4,131,620.24 
from the "pot") by 
Listo: "Montessa” 


December 5, 1980 


wire transfer to AG 
of $4,259,844.00 by 
Listo from the "pot": 
"Universe Explorer" 


December 15, 1980 


wire transfer to AG 

of $18,605,470.63 
(including $2,241,743.45 
from the "pot") by 
Listo: "Alnair II" 


December 23, 1980 


wire transfer to AG 

of $19,946,909.84 
(including $2,266,694.30 
from the "pot") by * 
Listo: "Lamyra" 


wire transfer: to AG 
of $5,291,409.82 by 
Listo from the "pot": 
"Arctic Star" 


December 31, 1980 


January 27, 1981 


wire transfer to AG 
of $3,349,660.34 by 
Listo from the "pot": 
“Ionian Commander" 


January 30, 1981 


wire transfer to AG 
of $1,873,584.45 by 
Listo fram the "pot": 
"Jeci" 


February 2, 1981 


wire transfer to AG 
of $6,396,201.22 by 
Listo from the "pot": 
"Keiyoh Maru" 


February 11, 1981 


x 30m 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 


18 USC §§ 
1343 and 2 





DEFENDANTS 


Rich, Green, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 
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RACKETEERING ACT 


wire transfer to AG 
of $5,315,478.50 by 
Listo from the "pot": 
"White Gardenia" 


(19) 


(20) wire transfer to AG 
of $9,452,307.00 by 


Listo from the "pot 


"Jamanda" and "Norse King" 


(21) wire transfer to 
Rescor of $3,000,000.00 


by Listo from the 


APPROXIMATE DATE VIOLATION 
March 3, 1981 18 USC §§ 
1343 and 2 
May 5, 1981 18 USC §§ 
1343 and 2 
May 14, 1981 18 USC §§ 
1343 and 2 


"pot": "Philip of Macedon" 


and “Okinoshima Maru" 


by International: 
"Wind Escort" 


(25) ERA-69 for September 
1980 Sent by Express 
Mail to DOE 

(26) ERA-69 for November 

1980 Sent by Express 
Mail to DOE 

(27) ERA-69 for December 

1980 Sent by Express 
Mail to DOE 


Charter False Deductions 


(22) wire transfer to AG September 29, 1980 18 USC §§ 
of $29,157,628.90 by 1343 and 2 
International: “Luna Mar", ‘ 
"Devali," "World Scholar" 
and "Ratna Jayshree" 

(23) wire transfer to AG . April 7, 1981 18 USC §§ 
of $1,659,472.80 by 7 1343 and 2 
International: "Santamar" 

Arco False Deduction 

(24) wire transfer to August 27, 1981 18 USC §§ 
Rescor of $2,716,510.00 1343 and 2 


II. THE SCHEME TO DEFRAUD THE DOE 
~ December 1, 1980 18 USC §§ 
1341 and 2 
January 30, 1981 18 USC §§ 
1341 and 2 
January 27, 1981 18 USC §§ 
1341 and 2 


mee ce 





DEFENDANTS 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 














(28) ERA~69 for January 


(29) Invoice No. S9-041 


(30) 


(31) 


(32) 


(33) 


(34) 


(35) 


(36) 
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RACKETEERING ACT 


March 31, 1981 
1981 Sent by Express 
Mail to DOE 


October 7, 1980 
mailed to International 

by WIM for 69,000 barells 

at $2,280,450.00 


Invoice No. $10-068 
mailed to International 
by WIM for 83,700 barrels 
at $2,787,210.00 


November 6, 1980 


Invoice No. $10-069 
mailed to International 
by WIM for 71,300 barrels 
at $2,374,290.00 


November 6, 1980 


Invoice No. §11-051 
mailed to International 
by WIM for 150,000 
barrels at $4,995,000.00 


Decembér 4, 1980 


Invoice No. 0989 mailed January 7, 1981 
to International by Listo 

for 313,629 barrels at 

$9 ,879,313.50: "Sinclatr 

Texas" 


Invoice No. 1126 mailed January 21, 1981 
to International by Listo 

for 261,486.49 barrels 

at $10,036,575.96: 

"Sinclair Texas" 


Invoice No. 1138 mailed January 26, 1981 
to International by Listo 

for 405,544.61 barrels 

at $15,714,853.64: 

"Prudhoe Bay" 


Invoice No. 1139 mailed January 26, 1981 
to International by Listo 

for 458,532 barrels at 

$15 ,360,822.00: 

"Overseas New York" 


ee 


APPROXIMATE DATE 


VIOLATION 


18 USC §§ 
1341 and 2 


18 USC §§ 
1341 and 2 


18 USC §§ 
1341 and 2 


18 USC §§ 
1341 and 2 


18 USC §§ 
1341 and 2 


18 USC §§ 
1341 and 2 


18 USC §§ 
1341 and 2 


18 USC §§ 
1341 and 2 


18 USC §§ 
1341 and 2 





DEFENDANTS 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


Rich, Green, Meltzer, 
AG and International 


(37) 


(38) 


(39) 
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RACKETEERING ACT APPROXIMATE DATE VIOLATION DEFENDANTS 
Invoice No. 1140 mailed January 26, 1981 18 USC §§ Rich, Green, Meltzer, 
to International by Listo 1341 and 2 AG and International 
for 53,844.39 barrels at 
$2,086,470.11: 
"Sinclair Texas" 
Invoice No. 1271 mailed February 24, 1981 18 USC §§ Rich, Green, Meltzer, 
to International by Listo 1341 and 2 AG and International 


for 292,809 barrels at 
$10,043,348.70: "Arco ie 


Heritage" 
Invoice No. 1267 mailed February 24, 1981 18 USC §§ Rich, Green, Meltzer, 
to International by Listo 1341 and 2 AG and International 


for 332,390.25 barrels 
at $11,068,595.33: 
"Arco Heritage” 
(Title 18, United States Code, Sections 1962(c) and 2.) 
COUNT FORTY 
THE RACKETEERING CONSPIRACY 
The Grand Jury further charges: 
34. Bach BAG every allegation contained in Paragraphs 
* 
1 through 33, and all subparts thereof, of Counts One through 
Thirty-nine of this Indictment is realleged and incorporated by 
reference herein as if fully set forth. 

35. From on or about January 1, 1980, up to and. 
including the date of the filing of this Indictment, in the 
Southern District of New York and elsewhere, MARC RICH, PINCUS 
GREEN, CLYDE MELTZER, AG, and INTERNATIONAL, the defendants, 
being individuals and entities employed by and associated with an 
enterprise engaged in, and the activities of which affect, 
interstate and foreign commerce, to wit, AG and its wholly-owned 


subsidiaries, the defendant INTERNATIONAL, Rescor and Highams, 


ec io ae 
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together with their co-racketeers, unlawfully, wilfully and 
knowingly, did combine, conspire, confederate and agree together 
and with each other to commit an offense against the United 
States, to wit, a violation of Title 18, United States Code, 
Section 1962, that is, to conduct and participate, directly and 
indirectly, in the conduct of such enterprise's affairs through a 
pattern of racketeering activity as -defined in Title 18, United 
States Code, Section 1961(5), 

36. The objects of the racketeering conspiracy were 
that the defendants MARC RICH, PINCUS GREEN, CLYDE MELTZER, AG 
and INTERNATIONAL, together and with their co-racketeers, would 
and did commit and agree to commit the acts of racketeering, 
including wire fraud, indictable under, Title 18, United States 
Code, Section 1343, as charged in Paragraphs 1 and 23 of Counts 
One through Twenty-three, and in Count Thirty-nine, and mail 
fraud, indictable under Title 18, United States Code, Section 
1341, as charged in Paragraphs 24 through 28 of Counts Twenty- 
four through Thirty-eight, and in Count Thirty-nine, all in 


violation of Title 18, United States Code, Section 1962(c). 


(Title 18, United States Code, Section 1962 (d).) 


S34 














t 
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FORFEITURES 


37. Each and every allegation contained in Paragraphs 
1 through 36 of Counts One through Forty of this Indictment is 
hereby realleged and incorporated by reference herein as if fully 
set forth for the purpose of alleging forfeitures pursuant to the 
provisions of Title 18, United States Code, Sections 1963 (a) (1) 
and 1963(a) (2). 

38. The defendants MARC RICH, PINCUS GREEN, CLYDE 


MELTZER, AG, and INTERNATIONAL, now known as "Clarendon Ltd.", 





have acquired and maintained interests from violations of Title 
18, United States Code, Section 1962, and have interests in, 7 - 
securities of, claims against and property and contractual rights 
affording each defendant a source of influence over the 
enterprise, which enterprise each defendant established, 
operated, controlled, conducted and participated, directly and 
indirectly, in the conduct of through a pattern of racketeering, 
and conspired to do so, in violation of Title 18, United States 
Code, Section 1962(c) and (d), thereby making all such interests, 
securities of, claims against, property and contractual rights, 
wherever located, in whatever names held, subject to forfeiture 
to the United States as of the date they were acquired, 


maintained and utilized. 


= 35 = 
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39. The interests of the defendants MARC RICH, PINCUS 
GREEN and CLYDE MELTZER, subject to forfeiture to the United 
States, include any interests and proceeds therefrom each 
defendant has acquired and maintained from violations of Title 
18, United States Code, Section 1962, including but not limited 
tos: 
(a) dividends, salaries, bonuses, and 
pension benefits paid by any of the 
corporate entities comprising or 
associated with the enterprise; and 
(b) any interests purchased or obtained 
with the monies set forth in 
subparagraph (a) above including, but 
not limited to personalty, real estate, 
and investments, wherever located and 
in wuataves names; 
and any interests in, securities of, claims against, property, 
contractual rights and rights of any kind affording a source of 
influence over the enterprise, including but not limited to all 
stock, securities, notes, rights, warrants, and options, wherever 
located and in whatever names, and all offices and titles, in any 
of the corporate entities comprising or associated with the 


enterprise. 


a 36. 
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40. The interests of the defendant AG subject to 
forfeiture to the United States include any interests and proceeds 
therefrom that the defendant AG has acquired and maintained from 
violations of Title 18, United States Code, Section 1962, 
including but not limited to: 

(a) all monies received and specified in 
this Indictment, including monies paid to 
Rescor, Inc. and Highams Consultants, 
AG's wholly-owned subsidiaries, and 
(b) all assets, interests and invest- 
ments, including loans and receivables, 
wherever located and in whatever names, 
purchased or obtained with the monies set 
forth in subparagraph (a) above and 
profits derived therefrom, including in 
excess of $37 million owed to the 
defendant AG by Guam Oil and Refining 
Company and the interests of Richco 
Holdings, B.V. in TCF Holdings, Inc.; 
and any interests in, securities of, claims against, property, 
contractual rights and rights of any kind affording a source of 


influence over the enterprise, including but not limited to: 


Bee iy Se 
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(a) all stock, securities, notes, rights, 

warrants and options, wherever located 

and in whatever names, in the defendant 

INTERNATIONAL, Rescor, Inc. and Highams 

Consultants and any and all of their 

subsidiaries, including but not limited 

to Century Chartering Co., Inc.; 

(b) all assets, wherever located and in 

whatever name, of the entities set forth 

in subparagraph (a) above, including 

but not limited to: 

Ls bank accounts 

2. accounts receivables 

3. securities, stock, notes, 
rights, warrants and options 

74, contracts 

5. leaseholds, including the 
leasehold at 650 Fifth Avenue, 
New York, New York 

6. inventory 

ae office equipment, furnishings 


and fixtures 


as ee 
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interests in realty and 
minerals, including oil and gas 
properties described ina 
Mortgage, Security Agreement, 
Financing Statement and Assign- 
ment dated August 4, 1983, by 
Clarendon Ltd. and Century 
Chartering Co., Inc. to and in 
favor of the United States of 
America. 

Proceeds of any purported sale 
of any interest in the defen- 
dant INTERNATIONAL, including 
proceeds of a purported sale of 
the defendant INTERNATIONAL to 
Alexander Hackel and others on 


June 30, 1983. 


41. The interests of the defendant INTERNATIONAL 


subject to forfeiture to the United States include any interests 


and proceeds therefrom that the defendant INTERNATIONAL has 


acquired and maintained from violations of Title 18, United 


States Code, Section 1962, including but not limited to 


(a) all monies received and specified 


in this Indictment; and 


in BO as 
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(b) 


all assets, interests and invest- 
ments, including loans and 
receivables, wherever located and in 
whatever names, purchased or 
obtained with the monies set forth 


in subparagraph (a) above and 


- profits derived therefrom or 


purchased or obtained with monies 
that were due and owing to the 
United States of America as a 
consequence of the violations of law 


set forth in this Indictment; 


and any interests in, securities of, claims against, property, 


contractual rights and rights of any kind affording a source of 


influence over the enterprise, including but not limited to, all 


* ¢ * e J 
stock, securities, notes, rights, warrants and options, wherever 


located, in whatever names, in all subsidiaries, including but 


not limited to Century Chartering Co., Inc. 


(Title 18, United States Code, Section 1963.) 


1 through 41, 


THE INCOME TAX EVASION COUNTS 


COUNT FORTY-ONE 


Tax Evasion for 1980 
Grand Jury further charges: 
Each and every allegation contained in Paragraphs 


and all subparts thereof, of Counts One through 
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Forty of this Indictment is realleged and incorporated by 
reference herein as if fully set forth. 

43. On or about September 17, 1981, in the Southern 
District of New York, MARC RICH, PINCUS GREEN, CLYDE MELTZER, and 
INTERNATIONAL, the defendants, together with AG, not named as a 
defendant in this count, unlawfully, wilfully and knowingly did 
attempt to evade and defeat a large part of the income tax due 
and sulng by the devendant INTERNATIONAL to the United States of 
America for the calendar year 1980, by preparing and causing to 
be prepared and by filing and causing to be filed a false and 
fraudulent income tax return for the defendant INTERNATIONAL, 
which return stated that the taxable income for said calendar 
year was $1,091,431.00 and that the amount of income tax due and 
owing thereon was $413,374.00, whereas, as the defendants then. 
and there well knew, the true taxable income of, and the true 
income tax due and owing by the defendant INTERNATIONAL to the 
United States for said calendar year were substantially in excess 
of the amounts reported on said return, to wit, the defendant 
INTERNATIONAL's true taxable income for said calendar year was at 
least $53,650,947.07, upon which there was due and owing to the 
United States an income tax of approximately $24,590,751.65. 


(Title 26, United States Code, Sections 7201 and 2.) 


mee eee 
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COUNT FORTY-TWO 
Tax Evasion for 1981 
The Grand Jury further charges: 
44, Each and every allegation contained in Paragraphs 
1 through 43, and all subparts thereof, of Counts One through 
Forty-one of this Indictment is realleged and incorporated by 
reference herein as if fully set forth. 

. 45, On or about September 22, 1982, in the Southern 
District of New York, MARC RICH, PINCUS GREEN, CLYDE MELTZER, and 
INTERNATIONAL, the defendants, together with AG, not named as a 
defendant in this count, unlawfully, wilfully and knowingly did 
attempt to evade and defeat a large part of the income tax due | 
and owing by the defendant INTERNATIONAL to the United States of 
America for the calendar year 1981, by preparing and causing to 
be prepared and by .filing and causing to be filed a false and 
fraudulent income tax return for the defendant INTERNATIONAL, X 
which return stated that the taxable income for said calendar 
year was $2,424,172.00 and that the amount of income tax due and 
owing thereon was $235,525.00, whereas, as the defendants then 
and there well knew, the true taxable income, and the tte: Vases 
tax due and owing, by the defendant INTERNATIONAL es the United 
States for said calendar year were substantially in excess of the 
amounts reported on said return, to wit, the defendant 
INTERNATIONAL's true taxable income for said calendar year was at 
least $55,043,714.33, upon which there was due and owing to the 
United States an income tax of approximately $24,440,514.59. 


(Title 26, United States Code, Section 7201 and 2.) 


x £2 = 
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COUNTS FORTY-THREE THROUGH FIFTY-SEVEN 


THE SCHEME TO DEFRAUD THE DEPARTMENT 
OF TREASURY RE: IRANIAN DEALS 


The Grand Jury further charges: 

46. Each and every allegation contained in Paragraphs 
1 through 45, and 411 subparts thereof, of Counts One through 
Forty-two of this Indictment is realleged and incorporated by re- 
ference herein as if fully set forth. 

47. From in or about January 1980, up to and including 
the date of the filing of this Indictment, in the Southern 
District of New York and elsewhere, MARC RICH and PINCUS GREEN, 
the defendants, unlawfully, wilfully and knowingly would and did 
devise and intend to devise a scheme and artifice to defraud the 
United States and agencies thereof, pie, the Department of 
Treasury and its Office of Foreign Assets Control, in their lawful 
governmental function of administering and overseeing the laws and 
regulations which prohibited commercial transactions and credit 
transactions involving Iran during the American hostage crisis, 
and to obtain money and property by false and fraudulent 
pretenses, representations and promises. 

Statutory Background 

48. On November 4, 1979, Iranian nationals invaded 
the U.S. Embassy in Teheran, Iran. Thereafter, 53 American citi- 
zens were held hostage for over 14 months until their release on 


January 19, 1981. 


wt AS: oe 
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49, In response to the seizure of American hostages: 

(a) On November 14, 1979, President Carter, under 
the International Economic Emergency Powers Act of 1977, issued 
Executive Order # 12170 to block and freeze all property and 
interests in property of the Government of Iran and any of its 
instrumentalities and controlled entities, including the National 
Iranian Oil Company ("NIOC"), which were or became subject to the 
jurisdiction of the United States or which were or came within 
the possession or control of persons subject to the United 
States. 

(b) On November 15, 1979, the Department of 
Treasury through its Office of Foreign Assets Control issued 
regulations to implement President Carter's Executive Order 
# 12170. The effect of the regulations was that various 
transactions with Iran and its controlled entities were 
prohibited in the absence of a license from the Department of 
Treasury. 

(c) On April 7, 1980, President Carter issued 
Executive Order # 12205 under the International Emergency 
Economic Powers Act which imposed a trade embargo on rans. On 
April 9, 1980, the Department of Treasury through its Office of 
Foreign Assets Control issued regulations to implement President 
Carter's Executive Order # 12205. 

(d) On April 17, 1980, President Carter issued 


Executive Order # 12211 to expand the provisions of Executive 


wa 
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Orders # 12170 and # 12205 by prohibiting the payment or transfer 
of any funds from the United States to any Iranian person as well 
as the Government of Iran or any of its controlled entities, such 
as NIOC, as had been previously prohibited without license by 
Executive Order # 12170. On April 21, 1980, the Department of 
Treasury through its Office of Foreign Assets Control issued 
regulations which implemented President Carter's Executive Order 
# 12211. ° 

(e) The various regulations required every inaividual. 
and entity engaging in any transaction subject to the prohibitions 
to keep records to be available for examination by the Office of 
Foreign Assets Control. 

50. During the hostage crisis and while the foregoing 
regulations were in effect: 

(a) » AG entered into contracts with the National 
Iranian Oil Company ("NIOC") to purchase Iranian crude and fuel 
oil, including contract # 244 on April 30, 1980, for the purchase 
of crude and fuel oil from May 1, 1980, through September 30, 
1980. The terms of the contracts gage AG sixty days after the 
date of delivery to make payment to NIOC in American Gotiars 


through letters of credit posted by AG in favor of NIOC. 


a WS. 
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(b) Beginning on or about May 1, 1980, prior to 
the delivery of this Iranian crude oil and fuel oil under the 
contracts AG had with NIOC, the defendants MARC RICH and PINCUS 
GREEN -- both United States citizens -- negotiated from the 
offices of International in New York, New York, with the 
principal of Transworld Oil, Bermuda, the sale of approximately 
6,250,000 barrels of Iranian crude oit and fuel oil for 
approximately $202,806,291.00. The defendants MARC RICH and 
PINCUS GREEN would and did cause payment to be ultimately 
effected to NIOC with American dollars by using commercial credit 
arrangements involving United States banks and United States 
branch offices of foreign banks located in New York, New York, 
all in violation of the various Executive Orders of President 
Carter and the underlying regulations. These payment arrange- 
ments for the Irantan oil, which were effected through banks 
located in New York, New York, were consummated by "back #6: beck! 
letters of credit wherein Transworld Oil would make payment to AG 
in United States dollars, normally within thirty days of delivery, 
and AG would then in turn make payment to NIOC in United States 
dollars within sixty days of delivery. 

(c) To further the scheme, the defendants MARC 
RICH and PINCUS GREEN did not disclose to these banks in the 
United States -- which were also prohibited from knowingly 
transferring any funds to Iran -- that the ultimate beneficiary 


of the United States dollars was NIOC. 


ae 
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(a) To further the scheme, in or about July 1980, 
the defendants MARC RICH and PINCUS GREEN devised a secret code 
for interoffice cable communications when referring to the 
illegal Iranian transactions, in order to disguise the participa- 
tion of NIOC. Telexes containing this secret code were maintained 
in the New York records of International which, pursuant to the 
regulations, were subject to examination by the Department of 
Treasury's Office of Foreign Assets Control. 

51. For the purpose of executing the scheme and 
artifice to defraud and attempting to do so, the defendants MARC 
RICH and PINCUS GREEN unlawfully, wilfully and knowingly, did 
transmit and cause to be transmitted by means of wire, radio and 
television communication, in interstate and foreign commerce, 
certain telexes and wire and cable tranfers of monies, all as 


more particularly as set forth in Counts 43 through 57 herein 


below: * 
APPROXIMATE DATE 

COUNT WIRE COMMUNICATION OF WIRE COMMUNICATION DEFENDANT 

43 wire transfer of $8,239,385.90 July 7, 1980 Rich and Green 
from New York to Zurich, 
Switzerland 

44 wire transfer of $56,187,197.00 July 7, 1980 Rich and Green 
from New York to Zurich, 
Switzerland 

45 wire transfer of $56,356,234.00 - July 14, 1980 Rich and Green 
from New York to Paris, France 

46 wire transfer of $8,408,685.00 July 17, 1980 Rich and Green 
from New York to Paris, France 

47 wire transfer of $7,745,130.00 July 31, 1980 Rich and Green 
from New York to Paris, France 

48 wire transfer of $4,671,022.50 September 2, 1980 Rich and Green 


from New York to Paris, France 


ae 























COUNT WIRE COMMUNICATION 


49 


50 


51 


52 


53 


54 


55 


56 


57 
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APPROXIMATE DATE 


wire transfer of $4,844,487.50 September 11, 1980 
from New York to Paris, France 


wire transfer of $56,463,649.00 September 30, 1980 
from New York to Paris, France 


Telex #NYC 143 from Pincus Green May 1, 1980 
in New York to AG (London) 
and AG (Zug) 


‘Telex #NYC 171 from Marc Rich May 7, 1980 
in New York to AG (London) 
and AG (Zug) 


Telex #NYC 138 from Pincus Green May 7, 1980 
in New York to AG (London) 


Telex # NYC 139 from Pincus Green May 7, 1980 
in New York to AG (London) and 
AG (Zug) 


Telex #NYC 174 from Marc Rich May 8, 1980 
in New York to AG (London) 


Telex #NYC 042 from Marc Rich May 12, 1980 
in New York to AG (London) 
and AG (Zug) » 


Telex #NYC 146 from Pincus Green August 14, 1980 
in New York to AG (London) 





OF WIRE COMMUNICATION DEFENDANT 


Rich and Green 


Rich and Green 


Rich and Green 


Rich and Green 


Rich and Green 


Rich and Green 


Rich and Green 


Rich and Green 


Rich and Green 


(Title 18, United States Code, Sections 1343 and 2.) 


TRADING WITH IRAN COUNTS 


COUNTS FIFTY-EIGHT THROUGH SIXTY-FIVE 


‘ 52. Each and every allegation contained in Paragraphs 


1 through 51, and all subparts thereof, of Counts One through 


Fifty-seven of this Indictment is realleged and incorporated by 


reference as if fully set forth herein. 


a AG ee 
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53. During a period from in or about April 1980, up to 
and including January 19, 1981, in the Southern District of New 
York and elsewhere, at the time when United States citizens were 
being held hostage in Iran, MARC RICH and PINCUS GREEN, the 
defendants, who were United States citizens subject to the 
jurisdiction of the United States, unlawfully, wilfully and 
knowingly, in transactions involving Iran, an Iranian govern- 
mental entity, and an enterprise controlled by Iran and an Iranian 
governmental entity, did make and cause to be made payments, 
transfers of credit, and other transfers of funds and other 
property and interests to persons in Iran, to wit, the defendants 
MARC RICH and PINCUS GREEN caused United States dollars from 
banks located in the United States to be transferred to the 
Navione) Iranian Oil Company ("NIOC") to pay for crude oil and 
fuel oil which AG had purchased directly from NIOC and which the 
defendants MARC RICH and PINCUS GREEN had pre-sold from the 
offices of International in the United States to third-party 
companies as more specifically set forth below: 


Quantity of Iranian 


Crude Oil or Date of 
Fuel Oil Purchased Third Party Description of Payment 
Count and Sold Purchaser Payment to NIOC to NIOCC 
58 53,129 metric TransWorld US $8,233,544.40 July 7, 1980 
tons of fuel oil Oil by Letter of Credit 


issued in favor of 
NIOC by Union Bank of 
Switzerland (UBS), 
Switzerland, covered 
through a bank in 
New York, New York 
to Bank Markazi, 
Iran acct. at UBS, 
Switzerland 


oe AO 
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Quantity of Iranian 
Crude 0i1 or 
Fuel Oi1 Purchased 
Count and Sold 
59 1,531,658 barrels of 
. crude oil and 5990 
metric tons of 
fuel oil 


60 1,568,430 barrels of 
crude oil and 3158 
metric tons of 
fuel oil 


61 370,418 barreis 
of fuel oil 


Third Party 


Purchaser 


TransWorld 
Oil 


TransWorld 
Oil 


TransWorld 
Oil 


w5O. = 


Date of 
Description of Payment 
Payment to NIOC to NICC 
US $56,186,536.00 July 7, 1980 


by Letter of Credit 
issued in favor of 
NIOC by UBS, 
Switzerland, covered 
through a bank in New 
York, New York to 
Zurich, Switzerland 
to Bank Markazi, 
Iran Acct. at 
Midland Bank, 
London, England 


U.S. $56,356,234.00 July 14, 1980 


‘by Letter of Credit 


issued by Banque de 
Paris et des Pays~Bas, 
Paris, covered through 
a bank in New York, 


- New York to Banque de 


Paris et des Pays-Bas, 
Paris, France to Bank 
Markazi, Iran account 
at Midland Bank, 
London, England 


US $8,334.40500 

by Letter of Credit 
issued in favor of 
NIOC by UBS, 
Switzerland, covered 
through a bank in 
New York, New York, 
to Societe Generale, 
Paris, France, to 
UBS, Zug, Switzerland 
to Bank Markazi, Iran 
account at Midland 
Bank, London, England 


July 17, 1980 


. » MJA:m3 


Count 


62 


63 





64 


MC-0013/1B 


Quantity of Iranian 
Crude Oil or 

Fuel O11 Purchased 
and Sold 


52,098 metric tons 
of fuel oil 


31,367 metric tons 
of fuel oil 


yY 


*% 


31,614 metric tons 
of fuel oil 


Third Party 
Purchaser 


TransWorld 
Oil 


TransWorld 
Oil 


TransWorld 
Oil 


- 51 -+ 


Date of 
Description of Payment 
Payment to NIOC to NIOC 


US $7,745,130.00 by July 31, 1980 
Letter of Credit 
issued in favor of 
NIOC by Credit 
Lyonnais, Paris 
covered through 

a bank in New York 
New York to Credit 
Lyonnais, Paris to 
Bank Markazi, Iran 
account at Midland 
Bank, London, England 


US $4,671,022.50 
by Letter of Credit 
issued in favor of 
NIOC by Banque de 
Paris et des Pays 
Bas, France covered 
through a bank in 
New York, New York, 
to Bank Markazi, 
Iran acct. at Banque 
Nationale de Paris, 
France 


September 2, 1980 


US $4,844,487.50 
by Letter of Credit 
issued in favor of 
NIOC by Banque de 
Paris et des Pays 
Bas, France covered 
through a bank in 
New York, New York, 
to Bank Markazi, 
Iran Acct. at Banque 
Nationale de Paris, 
France 


September 11,1980 














MJA:mj 


Count 


65 


(31 CFR §§ 535.206 (a) (4), 535.208, 535.701; Title 50, 


"” MC-0013/1B 


Quantity of Iranian 


Crude Oil or 

Fuel O11 Purchased Third Party Description of 
and Sold Purchaser Payment to NIOC 
1,607,887 barrels TransWorld US $56,463 ,649.20 
of crude oil Oil by Letter of 


Credit issued 

in favor of NIOC 

by Societe General, 

France, covered 

through a bank in 
7 New York, New York, 


Date of 


Payment 
to NIOC 


September 30, 1980 


to Bank Markazi, Iran 
Acct. at Banque Nationale 
de Paris, Paris, France 


United States Code, Section 1705; and Title 18, United 
States Code, Section 2.) 


GRAND JURY FOREPERSON 





Ee WO 


RUDOLPH W. GIULIANI 


% United States Attorney 


s 
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FYMKATINMT AYN 


2 1413547 APD. RA. 
FM NTRECTOR FPT 
TO ERGAL ATTACHE RERN PRIOPITY ad-1A 
BT 
INCL AS | 
MARG RICH = FUGITIVES PTNCNS GREEN - FUGITIVE: ET OL.: RICOS 
Mos FRMs TRANING NITH THE ENEMY* TAX FUASTON: OO: NEM YORK, 
NEW YORY OFFICE (196-2949) ANVISEN.8Y FACCIMTILE TELETYPE — 
ACR TA, TOBA, 8S ALLOWS: ¥ Z fe ' 
 RERNTEL TO NE ynew NATED MARCH 15, 1984, . © 
OM MARCH 98, 1974, @ COPY OF THE aYENDED INDICTMENT OF. 
GIBJECTS WAS SENT VTA MATL TO LEGAT, RERN, AT THF NITED STATES” 


EMBAGSY, RERN, SUITZFRLANN, 


rc f 


RT 


ANAAS 


NNAIN 


| APR 1:6 1984. 


FBL— BERN 4 














DEL 


LASS 2 1CAT On AUTHORIT: DERIVED 2eCUl. 







































































Ht AUTOLATIC DECLASSISICATION curpe * 
DATE 06-16-2016 By: b6 & 
; b7c 






WOZDFP 1419457 APR BA 


PM NTPEATOR FRI. 
TO LFCML ATTACHE RERM PRINRTTY 494-14 
; | 
LEGAL ATTACHE ROMM PRTORTTY: 734-14 
os | 


BT 


4 


MARC RICH-]FNGITIVE: PINGHS GREEN-FNGTTIVEs FT 4Ls RICOs TAX EVASTOM:. 


MPs: FRU: TRANING WITH’ THF FNEMVY: OO8 NY, 





A 

PEP TELETYPE NATED APRIL 14, 1984, FRI NF YORK ADVISED: 
'PENYTEL TO RIREAM, 7 | | 

TUTE COMMINTOATION IS CLASSTFTED “ae 
AN APRIL’ 19, 1984, 4 SONRCE LEARNFN THAT ee 

7 
b7D 
. bIF 






D INDEXED 
Fhe — 


} APR 16 1984 | 





‘"pye 







ei , 





A 


PASE THQ OOF HO a5 7 


AYATATAT 


’ 








b6 

b7c 
b7D 
b7F 


SW ha oe a ae Sito ip) ee eae oak, 1 iad ey bay gee BS ah fa YR at A ey ge ee Cott Fo LT 


P 17A5ANZ APR FA 


\ Ti 


FM NTRFCTOR FPT 


OW dy 
TO LFGAL ATTACHE RFERN PRINPTTY AZ%=17 


| QT 


INCL AS Fe TO | 

oY 4 
MAPC RICH-FNGITTVE® PINGHG GRFFN-FIGITIVES TT-ALs RICOs MRPs RWe 
TRANING WTTH TUR FNEMY* TAX EVASTON: OO: NY,” | 


: me - ab os i 


BY_TELETYPT NATED 4/16/84 FRI NEW YORY ADVISED S 


RFRNTELT TO NEW YORY, NATED MARCH 15, 1984, 








ON MARCH 28, 1984, A COPY OF THE AMENDED TMDTCTMENT OF SURJECTS 
WAS SFNT VTA MATL TO LFGAT, RFRN, AT THE HNITEN STATES FMBASCY BERN, 


SWUTT7ERLAND, 


RT 


| HAAG 








DECLASSIFICATION AUTHORITY DERIVED FRoBs- - : By eure 

RI AUTOMATIC DECLASSIFICATIO 4 Eces uae! CU 

DATE G6-1e-2016 BY: be |. : Ps @ 
aie : ‘ » b7c 
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orm ATRPCTOR FRI | Bes on NS Sa ey 
70 LEGAL ATTACHE RER RN PRIORITY. ABS el Bone ce | 
LEGAL ATTACHE BONN PRIORITY, 

War ge 

“MARC RICH-FNCITIVES: PINCHS GREEN- “png iTIves PET ie ‘| RICO: MPs FaMy Tax 
Eygstons TRADING HTH THE RNEMY 3 992 NY. | ac Caste 
4 BY TELTYPE. DATED 4/20/84, FBI. NEW YOPK ADVE e ED: 


RENYTEL TO BREAN, NaTEN MARCH 29, ee ee: OBA, 2% 





THF FOLLOWING TS CLaSeT FIED 


ON APRIL 195 1984, Ll |souncr PROVIDED THE FOLLOWINe "pep 
- a 3 _ se Asics a le RTE | 
INFORMATION: && GARD ING CAPTIO ONED. SUBJECTS. Rg es ae ee 
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SOURCE LFEARNEN THAT 











be. 
b7C 


b7D 
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b7C 
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b6 

b7c 
b7D 
b7F 


ADMIMTSTRATIVE | | a . 
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"ss Z Sg 7 BID 

| | ; b7F 


TNFORMATTON FROM THTS SONRCT TS OF A HIGHLY SINGNLAR MATURE any 
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NYNTATAT 





DE LASSI FICATION AUTSORIT: DERIVED fRtul- 

‘el SUTUMATIO URL LASS CATION GUIDE : 

DATE Gs-Le-2016 Bi: i b6 & 
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P 1815@5Z MAY 84 

FM DIRECTOR FBI 

TO LEGAL ATTACHE RERN PRIORITY 534-19 
LEGAL ATTACHE BONN PRIORITY 

BT 





UNCLAS 












MARC RICH - FIGITIVEs PINCNS GREEN - FNGITIVEs ET AL$ RICO$ FRWs MP3s 
TAX EVASION$ TRADING WITH THE ENEMY: 00: NEW YORK. 

RENYTEL TO THE DIRECTOR: DATED FEBRIARY, 2, 1984, FEBRIARY 23, 
1984, FEBRUARY 22, 1984, MARCH 7, 1984, MARCH 23, 1984. 

NEW YORK ADVISED BY TELETYPE DATED 5/8/84 AS FOLLOWS: 

THE FOLLOWING IS CLASSIFIED "SECRETS —IN-ITS ENTIRETY. 
SOURCE ADVISED THAT 





ON MAY 7, 





1984, A 


a a7 Fi 
CA Leer F 
f an MAY 1 11984 


FEL 8rd 














PAGE TWO DE H 4964 UNCLAS 


b6 

b7C 
b7D 
b7F 


b7C 
b7D 
b7F 


REQUEST OF THE BUREAT 


prsgéyuare CONTENTS FO THIS TELETYPE TO LEGATS, BERN AND BONN 


apurstrative,| __| source [sd INFORMATION FROM ere 


7F 
SONRCE IS HIGHLY SINGULAR AND DISCLOSURE WOULD REVEAL SOMRCE'’S 


metry, | 
SPECIAL AGENT[ _|NEW YORK DIVISION, AND SPECIAL AGENT 
NEW HAVEN DIVISION, 





b6 
b7c 
b7E 


LEGAT , BONN WILL BE ADVISED BY TELEPHONE OF 


ANY CHANGES. 
BT 
#OB64 








P 2P217B2Z MAY 84 

FM DIRFCTOR FRI 

TO DEPT OF JNSTICE 

LEGAL ATTACHF RERN PRIORITY 577-92 

BT 

IINCLAS 

FOR: OFFICE OF INTERNATIONAL AFFIARS -OQTA 

MARC RICH-FIGITIVEs PINCUS GREEN-FNGITIVE$ ET AL$ RICO$3 FBWs MFs TAX 
EVASION: TRADING WITH ENEMY, 


RY TELETYPE DATEN 5-94-84, NEW YORK OFFICE ADVISED AS FOLLOWSS 


RENYTEL TO RUREAI, DATEN APRIL 2G, 1984, SA b6 
b7C 
ADVISEN FROM b7D 
b7F 
b7E 












SCORCHED, ISTEXED,, | 
ceh eR FILED | ae 


é 


MAY 28 1984 






b6 
b7c 

















PAGE TWO DE HA 9866 TINCLAS sie 


b7D 
b7F 
b7E 






IS WAITING FOR FVRTHER DETAILS FROM a[  |soRCE. NY | 


WILL KEEP.FBIH® ADVISED OF FNRTHER DETAILS. fi 


REQUEST OF BUREAT 


DISSEMINATE TO LEGAT, BERN. 


ADMINISTRATIVE 
[__]source [| PROTECT SONRCE'S IDENTITY. bp 
b7F 
BT 
40966 
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OFFICIAL NOTIFICATION OF ERROR 
0-17 (Rev. 4-10-78) 





TO SAC, 
Subjects 


Mare Rich - Fugitive (Cc) 
00, Uawx os 


(_] Report of SA 
at 


Reference: [—] Cover pages of SA 


dated 


= Letter eae 


oo Error - notify appropriate personnel; mark notation 
in error folder; and consider in next performance ratings. Consider 
employees’ work records as to any needed action. 


ae Airtel 


, FBW; RICO) Te; ME 





("] Letterhead memo 


dated es ee eo from 


. Your mail dispatch of 





, registry num 


(CJSubstantive Error - return original of form to Bureau promptly with 
explanations and recommendations. 


Take appropriate action in connection with error in subject matter checked below: 


[7] 1. Administrative Data ([]14. Details 
(la. Failed to submit letterhead memo re subject who is ((]a. No description 
Government employee (jb. Stops not removed 
[(-)b. Omission of "Property of FBI” statement on letterhead memo [_je. Subject in custody, complaint and warrant issued but imme~ 
{_Jc. Reason for protecting source not given diate hearing before U.S. Magis. not reported 
(12. Documentation re FISUR Agents omitted ([]d. Delay in receiving information from P.D, indicates lack of 
(Je. Failure to meet 5-day reporting rule after arrest police liaison 
f. Pretext not described [“]g. Accomplishments? [_]h. Acquittals? (Cle. Incomplete reporting 
(C) 2. Delayed (_}f. Administrative data in details 
“Coa. Investigation (Jc. Transcription (-]¢. Incorrect code section cited 
(Jb. Dictation [_]d. Reporting (jh. Failed to 
[] 3. 0.0. incorrect (0.0. is ) ((j1l. Take sworn statement 
(-] 4. Reporting office (.]2. Show employed key facility 
{] 5. Date of communication []3. Show date information received 
{_] 6. Investigative period [.j]4. Show name of Agent conducting interview 
Tet 7. Title [{__]5. Show has access classified data at key factlity 
TeXa. Incomplete Pe{a. Incorrectly [_]e. Fugitive (-] 1. Characterization omitted 
{_] b. Misspelled ([J1. Changed ((]1. Omitted (C5. "Place” omitted in jurat of sworn statement 
(1c. Omitted Pe. Carried (_)2. Incorrectly [_]k. No indication U, S. Marshal notified 
(]1. 1.0. carried [7] 15. Form 
(]2. Wanted Flyer (C]a. Incomplete 
{]8. Check Circular (] b. Incorrect 
fA c. Failed to submit 
(C) 8. Character (F216. Enclosures 
a, Incomplete  [—]b. Incorrect — [_]e- Omitted (Cla. Not received [7]. Not submitted [7] d. Submit travel card 
(-] 9. synopsis g b. Not described ([] 1. Disposition Sheet 
a. Incomplete or inadequate (li. ecurity Classification 
[_|b. Facts not in detail or vice versa (Cla. Incorrect [_] ¢. Reason not shown 
[_le. Fails to show [|b. Declassify [—] d. Omitted 
((]1. Employed key facility Cis. Leads 
{__}2. Has access classified data at key facility a. Not set out (Ob. Too vague 
(C}3. Pertinent Section, U.S. Code (ohig. informants 
(lla. “Caution” statement (Ja. FBI No. not given (]d. Not identified 
{[-}1. Omitted (((]2. Failure to delete Cb. 30-day contact (_le. Date of FBI Identification Division 
(jlo. Status statement missing record check not listed 


([Ja. Incorrect [7 Jb. Omitted 
([J11. Not approved by SAC (original returned for approval! and forwarding} 
({_]12. Copies 
("]a. Not legible [“jb. Not furnished 
([Ji. Auxiliary office 
((]2. U. S. Attorney 


(18. 
([)¢. Incorrect no. of copies to 
([]?. Bureau C2. 


(Ja. Reason for information copy 
((713. Bufile Number should be 

(Ca. Incorrectly reported 

[-]b. Files consolidated at Bureau 


Remarks: 


Pleag. include alpha va tite 


YY 


Gg 


ALL INFORMATION CONTAINED 7% 
HEREIN 1S UNCLASSI 
DATE \-o\. BY 


® \ OS 


([le. Incorrect T symbol [7] f. 


;[_)20. Reference 
{]e. Incorrect 
(21. 


Reliability statement 
{(LJOmitted {[ Incorrect 


"1b. Omitted 
Abstract 
(_]22. Misspelling, page 
(123. Typographical error 
(124. Incorrect use of 
(Cla. Airtel (Jb. Teletype 
((]25. Resubmit promptly in form suitable for dissemination 
(_]26. Incorrect date(s) 
(27. Miscellaneous 
{_128. Bureau mailing instructions, Manual of Administrative Operations and 
Procedures, Part II, Section 2-2.2. not followed. 


("]29. Submit appropriate amended pages. Y 5 
crime 





OLHM 
“{_]Report 


J 30. Fugitive Airtel 
Omitted ([(] a. Fugitive pziori 
G 


—_ 







b. Syngpsis of 





SEARCHED..........0ea!IDEXED,._....... 
RIALIZED oo. eseeF LED... ceneonennen 


\ NOV 06 1985 


b7¢ 


FSI/DO.” 





& 
~ Routing Slip 
Oz7 (Rev. 10-9-84) 


e 


(Copies to Offices Checked) 


TO: SAC, 

C) Albany O Houston O Oklahoma City 
QO Albuquerque © Indianapolis O Omaha 

O Alexandria O Jackson O Philadelphia 
© Anchorage O Jacksonville O Phoenix 

O Atlanta O Kansas City OQ Pittsburgh 

C] Baltimore O Knoxville QO Portland 

O Birmingham O Las Vegas O Richmond 

O Boston QO Little Rock O Sacramento 
O Buffalo O Los Angeles O St. Louis 

O Butte 0 Louisville O Salt Lake City 
O Charlotte O Memphis O San Antonio 
0 Chicago O Miami ©) San Diego 

O Cincinnati O Milwaukee Q San Francisco 
O Cleveland O Minneapolis O San Juan 

O Columbia O Mobile O Savannah 

O Dallas QO Newark O) Seattle 

O Denver O New Haven O Springfield 

OQ Detroit _~l..New Orleans . © Tampa 

O El Paso x ab New York.City-«:? © Washington Field 
© Honolulu “ET Norfolk O Quantico 


O ASAC, Brooklyn-Queens (MRA) 


RE: 


More Kich- 


ve 





é a 


TO: LEGAT, 


Bern 
Bogota 
Bonn 
Canberra 
Hong Kong 
London 
Mexico City 
Montevideo 
Ottawa 
Panama City 
Paris 

Rome 
Tokyo 


00 


oboo0no0o0Rno0000 


Date 


Rinare Aretn- it1YO 


etention For appropriate 


CO] For information © optional action © Surep, by 
0 The enclosed is for your informatign. “If used in a future report, 1 conceal all sources, 
() paraphrase contents. 


(J Enclosed are corrected pages from report of SA 
dated 
Remarks: 


FEI DmA Yar 


Pre ee 





Bufile ’ 
Urfile ALL INFORMATIONS Alf ty 
HEREIN iS UNCLASSI b6 
DATE O3d-d\_. B b7c FBI/DOU 

















AIPAEL 


ua 


10/29/85 


O: DIRECTOR, PRI (196-2048) 


od 


ite LECRe, Bom (Le6rR-234) (RUC) 


rene PICH ~ Pugqitive 

PILCUS GRIF - Fucitive 

Ir AL 

PEI; NE; RICO; INCOM VAR 
LVASTON; TRADING VLITH THE ENEMY 
COs FY 





MaRC RICH continues to reside and work in Zue, Switzerland. 
Ho raintoins a very high public profile in Switzerland, an- 
perring recularly in the printed medion. Wis travels outside of 
fwitserland appcar regular, although there erists no meanc by 
whieh Legat, Tern can trach those. 


On Pucmust 15, 1985 the ¢wiss Federal Council (the ruling 
body of the country) decided to terminate all pending Leeal 
action against RICH on allegations that he vielated Swiss lav 
in providing protected documents to outside ccuntries. fs far 
us Suitrerland is concerned this terminates any potential 
prosecution of RICH. 


lecat, Hern hag_ not recoived furthor information Erom Mot 
fork pertaining to 
Tt is therefore acsumed that at Leas Or tne 

MoMan nese efforts are terminated. 






b7E 


(3. Bureau 
L - Liaison Unit 
2 Tew York (19¢2R-1774) 
L - Torn 
PGR 






4 eel : \-t 
wees * 


c se 
Ee 


























10/25/85 


TO: DIRECTOR, PRI (196-2948) 
Thi: LEGAT, BEPN (1968-224) (RUC) 


SPRC RICH ~ Pugitive 

PIVCHS GREER ~- Fugitive 

EF AL 

PEM; HP?: RICO; INCOME PAE 
LCVASIOM; TRADING VITH THE ERENY 
CG WY 


PRRC RICH continues to reside and work in Zuc, Switzerland. 
Ba maintains a very hich public profile in Switccrland, ap- 
pearing regularly in the printed redia. His travels outside of 
fwitnerland appear reqular, although there exists no means by 
which Leqat, Fern can track these. 


On August 15, 1985 the fwiss Federal Cevunelil (the ruling 
body of the country) decided to terminate all fending lecal 
action against RICH on allegations that he violated Swiss lav 
in providing protected documents to outside ccuntrias. As far 
as Switzerland is concerned this terminates any potential 
prosecution of RICH. 


Legat, Bern hea + yeoolved ther information from Nex 


spe ining to 
Tt is therefore assumed that &@ Gas Gr tH 
momen. Ghese efforts are terminated. 


a Burcan 
is Liaison Unit 
(2 ~ Rew York (1564-1774) 


Ll ~- Born 
AGRE 














b7E 








OFFICIAL NOTIFICATION OF ERROR & : a 
0-17 (Rev. ‘4-10-78) 


TO SAC, (\ 


Subject: 





FROM DIRECTOR, FBI ( ) 


More Aich- Fugitive By fncusn Gveem ~ rag (ti cB); 
New Vor | 


Reference: [_] Cover pages of SA ([] Report of SAW ([) Letterhead memo 
dated 


a a = 2 aaa eT EE TE rT 
[7] Letter SS4Teletype [Airtel dated Wovemler LY 198. from fe tad ote —___ 
weedy 


. Your mail dispatch of _______, registry number 








Nonsubstantive Error - notify appropriate personnel; mark notation (Substantive Error - return original of form to Bureau promptly with 
error folder; and consider in next performance ratings. Consider explanations and recommendations. 
employees’ work records as to any needed action. 


Take appropriate action in connection with error in subject matter checked below: 


(C] 1. Administrative Data ([114. Details 
(C)a. Failed to submit letterhead memo re subject who is [[)4. No description 
Government employee (Lb. Stops not removed 
(]b. Omission of “Property of FBI" statement on letterhead memo [Je. Subject in custody, complaint and warrant issued but imme- 
(Jc. Reason for protecting source not given diate hearing before U.S. Magis. not reported 
[)d. Documentation re FISUR Agents omitted (714. Delay in receiving information from P.D. indicates lack of 
(-je. Failure to meet 5-day reporting rule after arrest police liaison 
f. Pretext not described [~]g. Accomplishments? [_]h. Acquittals? [~]e. Incomplete reporting 
() 2. Delayed (Cf. Administrative data in details 
(Cla. Investigation Cole. Transcription (LJ. Incorrect code section cited 
[_]b. Dictation (C]4. Reporting [_]h. Failed to 
(-] 3. 0.0. incorrect (0.0. is ) {_]1. Take sworn statement 
("] 4. Reporting office —— (_j2. Show employed key facility 
([] 5. Date of communication [(J]3. Show date information received 
{_] 6. Investigative period (14. Show name of Agent conducting interview 
7. Title [-_]5. Show has access classified data at key facility 
a. Incomplete a. Incorrectly e. Fugitive ([] i. Characterization omitted 
{[] b. Misspelled ([]i. Changed 1, Omitted (Jj. “Place” omitted in jurat of sworn statement 
(_] c. Omitted 2. Carried 2. Incorrectly (Jk. No indication U. S. Marshal notified 
(1. 1.0. carried (7) 15. Form 
[]2. Wanted Flyer [LJ] a. Incomplete 
(J. Check Circular (1b. Incorrect 
(1 c. Failed to submit 
(C) 8. Character (7) 16. Enclosures 
a. Incomplete  [_]b. Incorrect (Jc. Omitted (la. Not received [7]. Not submitted [7] d. Submit travel cord 
(—] 9. Synopsis b. Not described ([) 1. Disposition Sheet 
a. Incomplete or inadequate oOo 17. ecurity Classification 
{_}b. Facts not in detail or vice versa (Cle. Incorrect ["] c. Reason not shown 
(le. Fails to show (Jb. Declassify [—] d. Omitted 
(_]1. Employed key facility (1s. Leads 
()2. Has access classified data at key facility a. Not set out [c]b. Too vague 
[_]3. Pertinent Section, U.S. Code (719. Informnts 
(Cid. “Caution” statement (la. FBI No. not given [_]d. Not identified 
(-)1. Omitted ((]2. Failure to delete (Jb. 30-day contact [_Je. Date of FBI Identification Division 
()lo. Status statement missing record check not listed 
(Ja. Incorrect []b. Omitted (Jc. Incorrect T symbol [7] f. Reliability statement 
= ; : ce eon by SAC (original returned for approval and zorwending) 20. Reference (_jOmitted [jIncorrect 


{"]a. Incorrect {[_]b. Omitted 
(2121. Abstract 
[_}22. Misspelling, page 
{_]23. Typographical error 
(_]24. Incorrect use of 
(le. Airtel (jb. Teletype Lam 
((125. Resubmit promptly in form suitable for dissemination = Report 
(-)26. Incorrect date(s) 
{-)27. Miscellaneous 
{_)28. Bureau mailing instructions, Manual of Administrative Operations and 
Procedures, Part II, Section 2-2.2.___ not followed. 
{(] 29. Submit appropriate arended pages. 


(J 30. Fugitive Airtel 


e Omitted {_] a. Fugitive priority [_]b. Synopsis of crime 
Agha amide Peer “Ke 


ch 
AU. NOR ASE ope 
HERES OL ISUNS Be 


Hee ayo b7c 


([ja. Not legible (|b. Not furnished 
("j1. Auxiliary office 
()2. U. S. Attorney 
(7s. 

(Cle. Incorrect no. of copies to 

([)1. Bureau C2. 
(_Jd. Reason for information copy 
([113. Bufile Number should be 
(Ja. Incorrectly reported 
[-]b. Files consolidated at Bureau 





Remarks: 





FBI/DOJ 





= " es & & 


PART IT 


” 


SECTION 21. FUGITIVE - GENERAL 


i 21-1 FUGITIVE DEFINITION 


a 


A “fugitive” is the subject of a Bureau investigation for whom a 
Federal arrest warrant has been issued and whose whereabouts is unknown; or an 
individual whose whereabouts is unknown and whom the Bureau, by directive or 
agreement, has the responsibility for apprehending. A subject otherwise 
meeting these criteria who is outside the United States is considered a 
fugitive regardless whether he/she is in custody or not until such time as" 
he/she is returned to United States control in the United States. 


{ 21-2 "A." “B,"(["C," AND "D"]FUGITIVE PRIORITIES 


(1) [To reflect investigative importance in the fugitive area, all 
[ fugitives will be designated either an "A," "B,” "C," or “D" priority. oe 
[ "B," and “D" fugitives are Priority Case Indicator (PCL) fugitives. ] 


(2) An “A™ fugitive is a subject wanted for crimes of violence 
against the person, such as murder, manslaughter, forcible rape, robbery, and 
aggravated assault; one convicted of such a crime within the past five years 
or one who has been incarcerated after conviction for a crime of violence and 
escapes from custody or supervision (parole, probation) prior to completion of 
their sentence or term of supervision. 

(3)/ A "B" fugitive is a subject wanted for a crime involving the 
loss or destruction of property valued in excess of $25,000, one being sought 
for criminal charges involving in excess of two ounces of heroin or cocaine, 

——~ 1,000 pounds of marijuana or 10,000 dosage units of clandestinely manufactured 
dangerous or hallucinogenic drugs, or a subject convicted of the above crimes 
within the past five years—or-onewho_has been incarcerated after conviction 

\ for such offenSés and escapes from custody or Sur ision (parole, probation) 
prio 6 completion of their sentence or term of supervisT 


(4) ““c." [All others, except UFAP-Parental Kidnaping fugitives, 
who will be designated "D" fugitives.] 
— 
(5) All communications, regardless of the fugitive classifica- 
o\; tion, should carry the appropriate priority letter in parentheses in the tithe 
: after the word, fugitive, which will identify the subject's priority ranking. 
\ “| For example: , 


JOHN DOE - FUGITIVE (A) JOHN DOE - FUGITIVE (C) { tA 
UFAP—MURDER FAG 
Z \) 00: Albany 00: Albany 
4 = (6) If a situation arises where a fugitive of a lower prjerity 
| becomes wanted for an offense of a higher priority, the case shouldbe 
promptly elévated to the newer appropriate priority letter ragktfig. 
(7) The above~priorities are by no-meanS absolute in terms of 


significance of importance. Therefore, priority "C" may contain some 
relatively high impact cases. 


21-3 OBJECTIVES OF THE BUREAU'S FUGITIVE PROGRAM 
(1) To effect the swift location and apprehension of all FBI 


fugitives, particularly those wanted in connection with crimes of violence, 
_ substantial property loss or destruction and illicit drug trafficking. 
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INBOX.1 (#3085) 

TEXT: 

VZCZCHQO1040 

RR NY 

DE HQ #1040 3470026 

ZNR UUUUU 

R 1220432 DEC 85 

FM DIRECTOR, FBI 

TO FBI, NEW YORK (196A-1774) ROUTINE 

BI 

UNCLAS 

MARC RICH - FUGITIVE; FBW; RICO; TE; MF; 00: NEW YORK. 
REBUCAL TO NEW YORK 10-10-85, BUREAU TELETYPE TO NEW YORK 


DATED 10-26-85 AND YOUR TELETYPE DATED 11-2-85. 


REFERENCED TELETYPE REQUESTED THE IDENTIFICATION DIVISION 


TO MODIFY NCIC TO SHOW SPECIAL acent[ saws 
OF SPECIAL scent; AND TO INCLUDE NEW YORK FILE b6 


b7c 


NUMBER 196A~-1774. THE IDENTIFICATION DIVISION, POSTING SECTION 
CANNOT MODIFY YOUR NCIC RECORD. MODIFICATIONS IN NCIC HAVE TO 

ie 
BE MADE BY OFFICE THAT ENTERED WANTED NOTICE IN NCIC; THEREFORE, 


YOUR OFFICE SHOULD IMMEDIATELY MAKE THE NECESSARY MODIFICATIONS. 
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#1040 
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TION CONTA 
b6 
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_ b7e 
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FUGITIVE; FBW; RICQ; TE; MF; OO: NEW YORK. 





“RESUCAL TO NEW-YORK 10-10-85, BUREAU TELETYPE TO NEW YORK _ 


ve. 


ED 10+26~85 AND YOUR TELETYPE DATED 11-2-85. 


be 





REFERENCED TELETYPE REQUESTED THE IDENTIFICATION DIVISION , 


© TO MODIFY NCIC TO SHOW SPECIAL scent] sd amstgap ss, 
OP SPRCIAL acest{ | AND TO TNCLUDR NEW YORK FILE 0 3.5. 


NUMBER 196A=1 774.) THE IDENTIFICATLON DEVISION, POSTING SECTION 





CARNOT MOBEFYPYOUR NCIC RECORD, MODLRICATIONS INSNCLC HAVE TO. - 


BE MADE BY OFFICE YHAT ENTERED WANTED, AUTICE IN NCIC; THEREFORE, 


YOUR OFFICE SHOULD IMMEDIATRIA MAKE THE SECESSARY MODIFICATIONS.) 
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TELETYPE IMMEDIATE 
een nee eet tee ieee einen eee ee eee ee ee ee eee hae —_— we 
IMMEDIATE 
NEW YORK (196¥%-1774) (P) (C-1) - 
IMMEDIATE JB 


DIRECTOR F () 


ATTN’ SUPERVISOR FCU, DIVISION 6 " b6 
IMMEDIA pyc 
NEW HAVEN () 

Va SPECIAL acent| —[xhumavar ) 
BT 
SE¢REp 


+, - : 
ce Bo eee PINCUS GREEN-FUGITIVE; ET AL; FBW; MAIL FRAUD; 
RICO; INCOME TAX EVASION; TRADING WITH THE ENEMY; OO: NEW YORK 


THIS TELETYPE IS CLASSIFIED "SECGREL" Hrees_entreesy,—\ 


RENYTELS TO THE BUREAU, DATED JUNE 11, 1985, JULY 2, 1985, 
SEPTEMBER 26, 1985 AND SEPTEMBER 30, 1985, AND NYTELCALS TO THE 












LL INFORM 
HEREIN IS U 
1 - New York WHER 
1 - Supervisor C 
WMM:1b018V2 

(2) 


NOTE: AFTER APPROVAL, PLEASE ROUTE THIS DOCUMENT BACK TO THE WORD 
PROCESSING “thn — NOT TO THE TELETYPE ROOM. b6é 


WP Initials: i 
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BUREAU, LEGAT, BONN, AND NEW HAVEN, ON SEPTEMBER 30, 1985 THROUGH 
NOVEMBER 25, 1985. 


THE PURPOSE OF THIS TELETYPE IS TWO FOLD. FIRST, TO ADVISE THE 
BUREAU, LEGAT, BONN, AND NEW_HAVEN OF DEVELOPMENTS IN CAPTIONED 
MATTER. SECOND, T 
FOR SPECIAL AGENTS 
HAVEN, 


te ime hh 
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DUE TO THE NATU 
INFORMATION, IT IS NECESSA ELETYPE WHICH 
PRECLUDES DISSEMINATION TO BY LEGAT, BONN. 


NEW YORK WILL PROVIDE LEGAT, BON H MARY OF INFORMATION 
WHICH CAN BE DISSEMINATED TO 

REFERENCED NEW YORK 
A_ RELIABLE AND SENSITIVE 
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BASED ON ABOVE INFORMATION AND 





JUSTIFICATION For; si 
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b7E 


b6 
b7C 
b7E 








SPECIAL AGEN 


SPECIAL AGENT IS THE ORIGINAL N 
"MARC RICH" CASE. BASED ON SPECIAL AGENT 








CASE AGENT FOR THE 
EFFORTS, FINES OF 


$200,000,000.00 WERE IMPOSED ON AND PAID BY RICH'S COMPANIES AS A 


SETTLEM OF THE CRIMINAL CASE AGAINST T 
AGENT IS THE ONLY F 





SAC, DIVISION II, NEW YORK, AND LEGA 
[_] sas 
AUTHORIZE 








HE RICH COMPANIES. SPECIAL 





T, BONN, CONCUR WITHL__| 


BUREAU IS REQUESTED TO 
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b7D 
b7F 


b6 

b7c 
b7D 
b7F 


0) 
SOURCE PROVIDING INFORMATION OF NFORMATION FROM 
THIS SOURCE IS HIGHLY SINGULAR IN NATURE AND IMPROPER HANDLING OF 
THE INFORMATION COULD DISCLOSE IDENTITY OF SOURCE. IF SOURCE'S 
IDENTITY IS DES SEOSEvs BOTH SOURCE AND FAMILY WILL BE IN sais 
JEOPARDY. 


BUREAU IS REQUESTED TO DISSEMINATE CONTENTS OF THIS TELETYPE TO 


LEGAT, BONN, FOR INFORMATION. 


ADMINISTRATIVE 


FOR INFORMATION OF THE BUREAU 
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DATE 03-02-2017 | | bé 


TO: HQ1l] @ SAMNET-EMH, NH @ SAMNET-EMH 


‘OUTBOX.7 #957) 


FROM: NY @ SAMNET-EMH 





SUBJECT: 329/139 IMMEDITE 

DATE: 26 NOV 85 01:52:08 EST 

CC: 

TEXT: VZCZCNYO139 

0O HQ NH 

DE NY #0139 3292236 

ZNY SSSSS 

R 252154Z NOV 85 

FM FBI NEW YORK W196A-1774) We) Wo-1) 


TO DIRECTOR FBI IMMEDIATE 


ATTN: SUPERVISOR; FCU, DIVISION 6 






FBL NEW HAVEN IMMEDIATE Pe 
b7C 
ATTN: SPECIAL acent[ Ss WFO) 
BI 
ALL INFORMATION CONTAI 
S E--RE.T SECTION 10F 2 HEREIN IS ORE 


MARC RICH-FUGITIVE; PINCUS GREEN-FUGITIVE; ET AL; FBW; MAIL FRAUD; 


RICO; INCOME TAX EVASION; TRADING WITH THE ENEMY; 00: NEW YORK 


THIS TELETYPE IS CLASSIFIED "SECRET" FN-EES-ENTIRETY. 


RENYTELS TO THE BUREAU, DATED JUNE 11, 1985, JULY 2, 1985, 





CLASSIFY ON: 
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rary) 
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_ | as S& 
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PAGE TWO DE NY 0139 S$ E E T SECTION 1 OF 





NOVEMBER 25, 1985. 





THE PURPOSE OF THIS TELETYPE IS TWO FOLD. FIRST, TO ADVISE THE 


BUREAU, LEGAT, BONN, AND NEW HAVEN OF DEVELOPMENTS IN CAPTIONED 






MATTER. SECOND, TO REQUEST AUTHORITY WIF NEEDED) 





FOR SPECIAL AGENTS 






b6 
b7C 
b7D 
bT7E 
DUE TO THE NATURE OF SOME OF THE BELOW 
INFORMATION, IT LS NECESSARY TO CLASSIFY THIS TELETYPE WHICH 
NEW YORK WILL PROVIDE LEGAT, BONN, WITH A SUMMARY OF INFORMATION 
REFERENCED NEW YORK TELETYPES PROVIDED INFORMATION OBTAINED BY 

A RELIABLE AND SENSITIVE SOURCE 
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SOURCE IDENTIFIED b6 
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ON OCTOBER 4, 1985, 
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SINCE THE 


ON NOVEMBER 22, 
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SOURCE ADVISED THAT 
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OUTBOX.8 W#958) oo 


TO: HQ1 @ SAMNET-EMH, NH @ SAUNs hn beret 
FROM: NY @ SAMNET-EMH 
SUBJECT: 329/140 IMMEDIATE 
DATE: 26 NOV 85 01:55:52 EST 
CC: 

TEXT: VZCZCNY0140 

00 HQ NH 

DE NY #0140 3292236 

ZNY SSSSS 

R 252154Z NOV 85 

FM FBI NEW YORK W196A-1774) WP) Wco-1) 
TO DIRECTOR FBI IMMEDIATE 


FBI NEW HAVEN IMMEDIATE 


BT 


S_E-@¢-R- ET SECTION 2 OF 2 
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SOURCE NOTED THAT b7F 
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BASED ON ABOVE INFORMATION AND 
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JUSTIFICATION ror| | 
SPECIAL acent| | IS THE [ _ source CASE AGENT. 
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b7F 
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b6 

b7C 
b7D 
b7F 


SPECIAL acent| _|ts THE ORIGINAL NEW YORK CASE AGENT FOR THE 


"MARC RICH" CASE. BASED ON SPECIAL acent| _|Frorts, FINES OF 
$200,000,000.00 WERE IMPOSED ON AND PAID BY RICH“S COMPANIES AS A 
SETTLEMENT OF THE CRIMINAL CASE AGAINST THE RICH COMPANIES. 


acent[ | IS THE ONLY FBI AGENT WHO HAS MET AND CAN IDENTIFY BOTH 


SUBJECTS. 


SAC, DIVISION II, NEW YORK, AND LEGAT, BONN, CONCUR wiru[ | 


[__]sas 


AUTHORIZE 


SPECIAL AGENT 








BUREAU IS REQUESTED TO 


b6 
b7Cc 
b7E 


SPECIAL 
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SOURCE PROVIDING INFORMA 


THIS SOURCE IS HIGHLY SINGULAR IN NATORE “AND MPROPER HANDLING OF 





ie 


THE INFORMATION COULD DISCLOSE IDENTITY an once IF SOURCE’S 
IDENTITY IS DISCLOSED, BOTH SOURCE AND FAMILY WILL BE IN OHYSICAL 


JEOPARDY. 


BUREAU IS REQUESTED TO DISSEMINATE CONTENTS OF THIS TELETYPE TO 


LEGAT, BONN, FOR INFORMATION. 


ADMINISTRATIVE 


FOR INFORMATION OF THE BUREAU, SOURCE 





TS ea DEC ite OAD” 
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FD-36 (Rev. 5-22-78) /b. do i 
TELETYPE Ss T 
12/12/85 
Drnce Wor 
PRIORITY 
NEW YORK (196A-1774) (P) (C-1) 
PRIORITY fre f? 
RECTOR FBI () G27 few 
PRI ITY 





NEW VEN () b6 
BT 


MARC RICH - FUGITIVE; PINCUS GREEN - FUGITIVE; ET AL; FBW; MF; RICO; 
INCOME TAX EVASION; TRADING WITH THE ENEMY; OO: NEW YORK. 


RENYTEL TO DIRECTOR, NOVEMBER 25, 1985, AND NUMEROUS TELCALLS 
BETWEEN NEW YORK, BUREAU, LEGAT, BONN AND NEW HAVEN, NOVEMBER 25, 
1985 TO DECEMBER 12, 1985. 





1 ~ Supervisor C-l 


1 - New York 
WMM:tbl17V3 
(2 


Approved: i Vi 


NOTE: AFTER APPROVAL, 
PROCESSING Vn NO 
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PURPOSE OF THIS TELETYPE IS TO UPDATE BUREAU AND RECEIVING 
OFFICES ON DEVELOPMENTS IN CAPTIONED MATTER. IT IS NECESSARY TO 


CLASSIFY TH : " H PRECLUDE DISSEMINATION OF 
CONTENTS TO BY LEGAT, BONN. 
THE FOLLOWING 
aay) 
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DEVELOPMENTS. 


ADMINISTRATIVE mi 


b7D SOURCE PROVIDING ABOVE INFORMATION IS NFORMATION 


bIF FROM THIS SOURCE IS HIGHLY SINGULAR IN NAT G 
OF THE INFORMATION COULD DISCLOSE IDENTITY OF SOURCE. 





BASED ON} 
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AND FAMILY WILL BE IN PHYSICAL DANGER IF SOURCE'S IDENTITY IS 
DISCLOSED. 


FOR INFORMATION OF THE BUREAU, PRIOR TO 
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BUREAU IS REQUESTED TO DISSEMINATE CONTENTS 
LEGAT, BONN FOR INFORMATION. 
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DATE 03-09-2019 ay. 
OUTBOX.1 (#3260) [si b7c 


TO: HQ] @ SAMNET-EMH, NH @ SAMNET-EMH 
FROM: NY @ SAMNET-EMH 
SUBJECT: 347/145 PRIORITY 


DATE: 14 DEC 85 18:33:51 EST 





CC: 

TEXT: VZCZCNY0145 
PP HQ NH 

DE NY #0145 3472301 
ZNY SSSSS 


R 1322312 DEC 85 


b6 


FM FBI NEW YORK (196A-1774) (P) (C-1) b7c 







TO DIRECTOR FBI PRIORITY 


FBI NEW HAVEN PRIORITY 


A 
BT 
S E>>aCE 1 sucrion 1 OF 


MARC RICH - FUGITIVE; PINCUS GREEN - FUGITIVE; ET AL; FBW; MF; RICO; 


INCOME TAX EVASION; TRADING WITH THE ENEMY; 00: NEW YORK. 


RENYTEL TO DIRECTOR, NOVEMBER 25, 1985, AND NUMEROUS TELCALLS 


BETWEEN NEW YORK, BUREAU, LEGAT, BONN AND NEW HAVEN, NOVEMBER 25, 


c-t¢ -Y [e 


1985 TO DECEMBER 12, 1985. 
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OFFICES ON DEVELOPMENTS IN CAPTIONED MATTER. IT IS NECESSARY TO 


CLASSIFY THIS TELETYPE *SPCREE WHICH PRECLUDES DISSEMINATION OF 
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TO: HQ] @ SAMNET-EMH, NH @ SAMNET-EMH Bae 





FROM: NY @ SAMNET-EMH 
SUBJECT: 347/146 PRIORITY 
DATE: 14 DEC 85 18:41:54 EST 
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TEXT: VZCZCNY0146 

PP HQ NH 

DE NY #0146 3472301 

ZNY SSSSS 

R 1322312 DEC 85 

FM FBI NEW YORK (1964-1774) (P) (C-1) 
TO DIRECTOR FBI PRIORITY 

FBI NEW HAVEN PRIORITY 

BT 
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DEVELOPMENTS. 


ADMINISTRATIVE 


0) 
SOURCE PROVIDING ABOVE INFORMATION IS INFORMATION b7F 





FROM THIS SOURCE IS HIGHLY SINGULAR IN NATURE AND IMPROPER HANDLEING 


OF THE INFORMATION COULD DISCLOSE IDENTITY OF SOURCE, c— =| 


SOURCE AND FAMILY WILL BE IN PHYSICAL DANGER IF SOURCE”S IDENTITY IS 


DISCLOSED. 
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BUREAU IS REQUESTED TO DISSEMINATE CONTENTS OF THIS TELETYPE TO 


LEGAT, BONN FOR INFORMATION. 
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Fugitive Marc Rich to quire Refinery | } 
From Charter Through His U.S. Concern late page, feito 


newspaper, city and state.) 

FLEET JO 
a distance. After he was indicted in ae on | Wh uw S7 
charges of evading at least $48 million in 
taxes on illegal oil-trading profits, Mr. / 2] & [ er 
Rich fled to Switzerland, where his trading 
company is based. He has been safe from 
prosecution because the Swiss have denied 
the U.S. government’s request for his ex- 
tradition. 

Even though Mr. Rich’s U.S. operations 
are free to conduct business in the U-S., 
creditors expressed nervousness over 
whether Mr. Rich’s company would have 
trouble financing the purchase. ‘‘That’s a 
real concern,” says Kenneth Fisher, a 
member of Charter’s equity holders com- 
mittee. Since Charter is dealing with a 


'RIDAY, DECEMBER 6,-1985 - 
J RIDAY, Oe «1G «THE WALL.STREET JOURNAL 
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By GkorcE GETSCHOW 
Staff Reporter of Rue WALL STREET JOURNAL 
HOUSTON-=Mare. Rich, the mysterious 
oil trader who is hiding out in Switzerland 
to avoid U.S. chargesof tax evasion, fraud 
and racketeering, has\entered into one of 
his most mysterious déals to date. 
Mr. Rich and his fugitive partner, 
Pincus Green, have signedya letter of in- 
tent to purchase for $30 million a big, 70,- 
000 barrel-a-day refinery here from Char- 
ter Co., the Jacksonville, Fla.-based oil 
and insurance concern operating under 
Chapter 11 bankruptcy-law protection. 
Messrs. Rich and Green are making the 
purchase through their U.S.-based Channel 
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Refinery Inc. 
In announcing the sale last month, 
Charter never disclosed that Mr. Rich was 
involved, and even ? — 

| some of its creditors 
i| learned of it only 
this week. “We just 
heard about it § 
through the grape- & 
" vine,” says Roger 
Miller, chairman of 
‘| Charter’s unsecured 
-| creditors commit- 
tee. 






















Alexander  Ze- E ~ 
‘| chella, | Charter’s ARSE Everybody connected with the sale, it 
president and chief ¢ Bx Fes, | seems, wants the deal to go through. For 


executive officer, 
.| concedes that Mr. - 
.| Rich’s fugitive status ‘‘gave us pause.” He 
| says, “We'd rather do a deal with someone 
who isn’t a fugitive, but Channel Refinery 


Marc Ric 


| prosecutors lifted attachments on his U.S. 
assets and allowed the company’s opera- 
tions to reopen. 

Currently, “there’s no restrictions on a 
fugitive like Mr. Rich sending his money 
anywhere he wants,” says U.S. attorney 
Rudolph Giuliani, a prosecutor involved in 
the settlement. “He just can’t go to the 
US.” 

From Mr. Rich’s point of view, the deal 
appears to be a sweet one: a $7.5 million 
letter of credit up front and the balance 
paid in various installments bearing 3% to 
9% interest over the next four years. 

“phat’s the best deal I’ve ever heard of 

in a long time,” says A. Allan Muse, 2 

Houston energy consultant who recently 

retired as the plant foreman at a nearby 
| Atlantic Richfield Co. refinery. Even in 
today’s depressed refining market, where 
dozens of plants have been shut down or 
put up for sale, “that’s a darn good deal,” 
Mr. Muse says. 


world’s largest oil trading and commodi- 
ties concern, must savor the bargain from 


| tax evasion and other charges, government ' 


But Mr. Rick, who once headed the | 


company owned by fugitives, Mr. Fisher ‘|: 
said that “financiers might be concerned |; 
about lending to a situation like this.” 
Mr. Miller, head of the unsecured credi- 
tors, says his committee has requested a 
meeting with Charter Oil officials “to in- 
vestigate the Mare Rich issue more 
closely” before a definitive agreement is 
signed. 
Nonetheless, Mr. Fisher says creditors 
haven't raised objections to the sale be- 
cause “management believes the sale can 
be done... (and) from my point of view 
if the company pays money and it’s the 
highest bid around, that’s great.” 


instance, Edwin Wells of Allen & Co., the 
investment banking firm that arranged the 
sale, stands to make around $3 million if 
the deal is completed. Mr. Wells couldn’t 
be reached, but Mr. Fisher said, “‘His in- 


plete the deal. “Rich has got a netback 
deal with the Arabs to buy 400,000 barrels 
of oil a few dollars-below the marker price 
($28 a barrel), as long as he’s got a market 
for it,” says an oil-industry executive close |, 
to Mr. Rich. “So he needs that refinery or | 
the deal is off.” 
Mr. Zechella says he doesn’t know ex- 
actly why Mr. Rich wants his plant. But 
judging by his past record—Charter pur- 
chased tens of millions of dollars of crude 
oil from Mr. Rich in 1980—“‘he wouldn't be 
bidding on it if he didn’t have something |, 
up his sleeve,” says, Mr. Zechella. ‘“‘He 
usually doesn’t get into deals that he hasn’t 
already figured out.” . 


ET 


















jis a legal operating U.S. com- centive is to see the deal go through.” 
pany.... We're — not dealing with Mr. Zechella, Charter’s president, says 
| (Rich).” . fot, that he is “happy” with the $30 million of WED 
| Indeed, there is nothing ‘illegal about | fer, even though Charter has invested sev- sO 30 
.| teansacting business with a Rich-owned | eral hundred million dollars in the plant. FORM past 
;| company operating in the U.S. After Mr. | “There’s a lot of other refiners on the mar- AL! wiser a: 
\| Rich’s Swiss-based trading concern and its | ket and few buyers,” he says. eRe! PaaS) 
former U.S. unit paid the U.S. government ; {a = 
almost $200 million and pleaded guilty to 5a aid ie one pA Oh a. 
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tbro Tops Bid | 
By Old Adversary 
For Oil R efinery 


Charter Co. Accepts Offer 
Of $30 Million, Ends Pact 
' With a Mare Rich Firm 


By Tuomas E. Ricxs. 

Staff Reporter of THE WALLSTREET J OURNAL 
Phibro-Salomon Inc. topped an old ad- 
versary’s bid for Charter Co. ’s oil refinery 
"in Houston, Texas. ; 
The big New York investment banking, 
« Securities and commodity trading concern 
y Said its Hill Petroleum Co. unit has a defin- 
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owned by fugitive"oiF*t ders’ Mate Rich 
and Phic en, agreedyto pay $40 mil- 
lion in c&gh and notes for th refinery, But 


a Charter ‘Spokeswoman said Channel’s 


“exclusivity’period”’ expired while negotia- 
y. 


bankruptcy court in Jacksonville, Fla:, 
where Charter is based. 

Phibro’s relationship with Mare Rich 
dates back to the 1950s, when Mr. Rich 
joined Philipp Brothers, Phibro’s predeces- 
Sor. He left the trading company in the 
early 1970s and set up Marc Rich & Co., 
hiring away dozens of former Phibro 
traders. Messrs. Rich and Green fled to 
Switzerland in 1993 after they were in- 
dicted on charges of evading at least $48 
million -in taxes on illega] oil-trading 
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ing the U.S. government almost $200 mil: 
lion and pleading guilty to tax evasion and 
other charges, * 
Robert S. Salomon Jr, a managing di- 
rector of of Phibro’s Salomon Brothers, 
Said that Mr. Rich’s interest in the Houston 
refinery is irrelevant to Phibro’s. He said 
Phibro ventured into refining last year for 
the first time and has been pleased by the 
results. He said the refinery, in Krotz 
Springs, La., processes Sweet crude, while | 
Charter’s Somewhat larger and more so- 
phisticated Houston facility can refine 
higher-sulfur sour crude. : 
Channel indicated that it may challenge 
Phibro’s agreement to acquire the Houston 
facility. In a Statement, it said that when 
the bankruptcy court reviews the transac- 
tion, ‘‘Channel will have the opportunity to 
submit a further bid.” It added, “accord- 
_ ing to law, the refinery assets will be sold 
to the highest bidder.” A Channel spokes- 


3 itive agreement to buy the 70,000-barrel-a- profits. But Marc Rich & Co.’s U.S, Opera- | man didn’t elaborate, and the company’s 
« day refinery for $30 million. tions were permitted to reopen after pay- | New York attorney couldn’t be reached. , 
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TO: SAC, MIAMI , b7C 


FROM: ADIC, NEW YORK (196A-1774) (P) (C-1) 






SUBJECT: MARC RICH - FUGITIVE (B); 
PINCUS GREEN -—- FUGITIVE (B)'; 
ET AL; 
FBW; MF; RICO; INCOME TAX EVASION; 
TRADING WITH THE ENEMY 
(OO:NY) . 












Being sent under separate cover by express 
mail are the following documents concerning captioned / 
subjects. 





MARC RICH & PINCUS GREEN 





A) One copy of the September, 1983 indictment 
in the SDNY of RICH, GREEN and their 
companies. 







B) One photographs from the January 23, 1984, 
edition of Forbes Magazine containing the 
most recent photograph of both subjects 

(November, 1983). 














C) Summary LHM dated 12/2/83 describing the 
fraud commited by RICH and GREEN. 








MARC RICH 






A) One copy of an arrest warrant from the 
SDNY dated 9/19/83 with three passport 
photographs attached. 
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NY 196A-1774 


B) Photocopy of Microfilmed documents from pass-~- 
port services, U.S. Department of State, 
concerning U.S. passports issued to MARC 
RICH. 


C) Descriptive and Background Data concerning 
RICH obtained from NYO files. 


PINCUS GREEN 


A) One copy of an arrest warrant from the SDNY 
dated 9/19/83 with three passport photo- 
graphs attached. 


B) Two photographs from FBIHQ Identification 
Division of fingerprints of PINCUS GREEN 
taken 1/13/55 for the U.S. Army. 


C) Photocopy of.microfilmed documents from 
passport service, U.S. Department of 
State, concerning passports issued to. 
PINCUS GREEN. 


D) Descriptive and Background Data concerning 
GREEN obtained from NYO files. 
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MARC RICH - FUGITIVE; PINCUS GREEN - FUGITIVE; ET AL; FBW; 





MF; RICO; INCOME TAX EVASION; TRADING WITH THE ENEMY: (OO:NY). 
THIS DOCUMENTS CLASSIFIED SECRET I4t-TTS-EMELRETY. 
RE: NYTELETYPE TO DIRECTOR, 3/26/86; MIAMI TELETYPE TO 
DIRECTOR, 3/31/86; AND NUMEROUS TELCALLS BETWEEN NEW YORK, 


BUREAU, MIAMI AND NEW HAVEN, 3/26/86 THROUGH 4/4/86. 
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Fugitive Mare Rich’s life on 
the-lam is luxur? ~ ~.ad lucra- 
tive, Fortusi2 says.’Chain-smok- 
ing and ‘downing Diet Coke, he 
told the magazine that his 
Swiss-based: international com- 
modities trading company, 
Marc Rich & Co. AG., earned 
more than $100 million before 
taxes last fear on trading vol- 
ume of $12 billion. 

“Rich has a fivebedroom 
house filled with valuable art 
in the picturesque village of 
Zug, 15 miles south of Zurich, 
and a ski chalet in St. Moritz. 


Fugitive adds to wealth 


(Mount Clipping in Space Below) 


eee 


Th xt het 


He is a regular at concerts in 
Zurich and Lucerne. His 
American wife has become a 
rather famous European pop- 
record star. Thanks to an €X- 
pensive PR campaign and ex- 
pansive charitable giving, Rich 
has achieved something re- 
sembling respect in Swiss soci- 
ety,” the Dec. 22 issue says. 
Rich, 52, is accused of ille- 
gally profiting from oil trading 
in 1980 and 1981. He faces up 
to 325 years in prison in the 
USA — ifthe feds can lay 
hands on him. 
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Marc Rich, biggest tax fugitive in U.S. history, is in Switzerland happily’ running a 
commodities trading firm worth nearly $1 billion. 


Y STRIKING A DEAL with 
the SEC and federal prosecu- 
tors, Ivan Boesky avoided the 
hoary tactic of financiers in le- 
gal trouble—the quick flight to a coun- 
try that will not extradite U.S. 
fugitives. Commodities trader Marc 
Rich, 52, fled first and tried to deal lat- 
er. Facing a 65-count criminal indict- 
ment that could result in a 325-year 
prison term—the biggest tax evasion 
case in U.S. history—he may be 
abroad for a long time. 

His life on the lam is luxurious—and 
lucrative. Unlike fugitive Robert 
Vesco, who is holed up less than splen- 
didly in Cuba after years of spending 
his booty bribing various officials 
around the Caribbean, Rich is living 
grandly in Switzerland. Though he has 
long avoided the U.S. press, Rich 
spent a day talking to FORTUNE in No- 
vember, his first interview with a non- 
European publication since he skipped 
out of New York. 

Today his slim face is framed by 
slicked-back hair and bushy sideburns, 
and he has an air of dour refinement. 
In his office he chain-smokes imported 
cigars and downs Diet Coke. Rich’s 
Swiss-based international commod- 
ities trading company, Marc Rich & 
Co. AG, has become one of the biggest 
in the world. He says that the company 
earned more than $100 million before 
taxes on trading volume of $12 billion 
in 1985 and that its capital stands at 
$950 million. ; 

Rich has a five-bedroom house filled 
REPORTER ASSOCIATE NancyJ. Perry 





with valuable art in the picturesque vil- 
lage of Zug, 15 miles south of Zurich, 
and a ski chalet in St. Moritz. He is a 
regular at concerts in Zurich and Lu- 
cerne. His American wife has become 
a rather famous European pop-record 
star. Thanks to an expensive P.R. cam- 
paign and expansive charitable giving, 
Rich has achieved something resem- 
bling respect in Swiss society. 

Living abroad is not a new experi- 
ence for him. Born in Antwerp, Rich 
came to the U.S. with his parents at 
age 8. As a rising young commodities 
trader for New York-based Philipp 
Brothers, now a subsidiary of Salomon 
Inc., he resided in Spain for 14 years. 
Still, returning to America has become 
an obsession. ."I want very badly to be 
able to go back,” he says, speaking in a 
faintly European accent. “I think about 
the U.S. every day. My mother is 
there and my in-laws. It’s a generous 
country that accepted my parents and 
me.” (When his father died in New 
York last September, Rich was pained 
not to attend the funeral. Federal 
agents would have arrested him.) 

To find some way out Rich has 


assembled an influential legal team 


headed by Washington superlawyer 
Edward Bennett Williams and includ- 
ing Leonard Garment, former special 
counsel on the Nixon White House 
staff. Robert Gray, the Washington 
public relations consultant who was 
secretary to the Cabinet in the Eisen- 
hower Administration and co-chairman 
of Ronald Reagan’s first inaugural, is 
on retainer. 
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“T’ve made mistakes,” Rich says, in 
what starts out sounding like contri- =~ 
tion. “I guess my reputation will nev-  * 
er fully recover.” Then it becomes 
clear he is talking about legal strate- 
gy. He argues that what he really has 
is an image problem. “I’ve been por- 
trayed in a horrible way,” he says, “as 
a workaholic, a loner, a money ma- 
chine. It’s not a true picture. I’m a 
modest, quiet person who has never 
done anything illegal.” Sometimes he 
portrays himself as victim: “What 
happened to me was an unfortunate 
chain of events that hasn’t shaken my 
faith in the U.S.” 

The Justice Department isn’t buying 
any of that. In the prosecutors’ view, 
Rich and partner Pincus ‘‘Pinky’”’ 
Green, 52, are simply fugitives. Assis- 
tant U.S. Attorney Martin Auerbach 
says his office is ready to go to trial if it 
can get its hands on the defendants. 
For U.S. authorities, Rich and Green 
are Vesco-size targets. Marshals have 
designed tantalizing schemes to nab 
them, especially Rich, who is the more 


-active of the two. Rich has neared the 


bait several times, only to slip away at 
the last moment. 

The case is hideously complicated, 
and some of it hinges on violations in 
1980 and 1981 of oil price laws long 
since repealed and never particularly 
popular. If Rich and Green were fudg- 
ing price controls, they had a lot of 
company. A number of major oil pro- 
ducers have long since settled similar 
cases. The fugitives are also accused 
of trading with the enemy, for buying 
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modest, quiet 
person who 
has never 
done anything 
illegal.” 


On top of the world in Zug: Marc Rich has a five-bedroom house, a six-story office building, and an 11-digit company. 
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The Miro behind the 
fugitive and his pop- 
singer wife shares 
space in their home 
with works of Braque, 
Léger, Giacometti, and, 
of course, Picasso. 






oil from Iran during the hostage crisis 
in 1980. 

If those issues were all the case in- 
volved, Rich and Green might have 
come home long ago, or might never 
have left. The big one is tax evasion. 
The government charges that the pair 
smuggled $105 million of profits from 
those illegal oil transactions to Swit- 
zerland to avoid paying $48 million in 
U.S. taxes. Shortly after fleeing to 
Switzerland, they reportedly offered 
to pay $100 million if the government 
would settle the charges—and were 
turned down flat. Says Auerbach: 
“They have broached this issue for a 





v “ . oP on 
long time through a variety of channels 
in the Justice Department and any- 
where else in Washington they can get 
a hearing. They are no closer to com- 
ing back to the U.S. now than when 
they left. They can’t buy their way out 
of jail.” 

Faced with such an uncompromising 
position, Rich apparently has quietly 
switched legal strategies. His lawyers 
plan to attack the evidence in the tax 
case in hopes of persuading the gov- 
ernment to drop the indictment. Says 
one: “‘We’re going back and reviewing 
everything. What we're learning gives 
us some encouragement, but we’re 
not Pollyannas.” 

Until his lawyers cooled on the idea, 
Rich was thinking of launching a major 
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PR. campaign in the U.S. In 1984 
Robert Gray traveled to Zug with his 
associate Frank Mankiewicz, former 
head of National Public Radio, and 
Meryl Comer, a consultant to Gray 
who also co-anchors a business news 
show on ESPN, the cable-TV network. 
Gray advised Rich to go public in the 
U.S by granting interviews to U.S. 
newspaper and TV reporters. Comer 
even taped a practice interview with 
Rich to see how he came across. 

Rich did buff up his image in Swit- 
zerland with a successful campaign led 
by Peter Hargitay, a Zurich P.R. man. 
Hargitay says he was paid a monthly 


* 





H 
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retainer that added up to “the middle 
six figures” annually. In 1985 and 1986 
Hargitay arranged about 30 interviews 
with Swiss newspapers, magazines, 
and TV stations. Sometimes he looked 
over the interviewers’ questions in ad- 
vance, then helped edit the interview. 
Most of the coverage was favorable, in 
part because the Swiss business press 
is notoriously flattering. Interviewers 
asked Rich about the future of OPEC, 
the commodities business, and how he 
liked Switzerland, but rarely broached 
the legal case. He told one that he 
missed New York “not at all” and 
wished he had “come to live in Swit- 
zerland many years ago.” 

Though a few Swiss grumble that 
Rich is trying to buy a good name, 





most seem happy to let him try, as 
long as he is willing to spend so much 
cash on the project. This year, among 
a host of charitable activities, Marc 
Rich AG set up a $3-million foundation 
to make grants to artists, scientists, 
and worthy organizations in Switzer- 
land. In November the foundation 
sprinkled $150,000 among a Zurich 
chamber orchestra, a group that teach- 
es the disabled to work, and the Catas- 
trophe Dogs, an organization that uses 
dogs to find people in the rubble of 
earthquakes. The foundation’s board is 
headed by a retired three-star general 
who runs Switzerland’s Red Cross. 

Lavish parties have helped Rich 
make friends. The splashiest was his 
50th birthday bash two years ago in 
Lucerne’s National Hotel. His wife 
sang-two of her compositions: “Don’t 
Look Back” and “The Years Go By So 
Quickly.” Marc’s partners gave him a 
ten-foot-long sailboat madeof choco- 
late, plus the title to a motorboat to be 
delivered later. The highlight of the 
evening was a mock boxing match pit- 
ting a clown wearing the Marc Rich 
logo against one dressed as a New 
York cop. Another clown in judge’s 
robes acted as referee. 





HOUGH HE walked away from 
a ten-room Park Avenue apart- 
ment in New York, Rich has 
hardly taken a step down. His 
hilltop house has a breathtaking view of 
the misty lake of Zug. Cream-colored 
carpeting and sleek modern furniture 
designed by a California decorator set 
off superb works of art. His collection 
includes two Picassos, as well as paint- 
ings by Georges Braque, Fernand 
Léger, and Joan Miré, and a sculpture 
by Alberto Giacometti. A giant satellite 
dish captures programs from France, 
England, and Germany, as well as Cable 
News Network from the U.S. A Span- 
ish cduple serve as butler and maid. 
Rich, and his wife hava three daugh- 
ters: Gabriella, 17, and Dani 
to a Switzerland ona, 19, 





is an art $tudent in France) Fluent in 
German, Krench, and Spanish, Rich 
speaks Spanjsh to his terrier, Macho, 


and to his daughters. The two oldest 
girls learned the language as very 
young children in Spain, and he doesn’t 
want them to forget it. 

On ski weekends in St. Moritz, Rich 
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often helicopters with other expert 
skiers to remote spots high above the 
lifts. Each weekday morning, he takes 
a dip in his indoor swimming pool, then 
is chauffeured in a gray Mercedes to 
the office ten minutes away. 

His headquarters, a six-story cube 
of blue reflecting glass, is plushly ap- 
pointed. Soft jazz and popular music fill 
the halls and elevators. The lobby floor 
is burgundy marble, and the carpeting 
is salmon pink. On the walls are a col- 
lage by Swiss artist and architect Le 
Corbusier and a painting by 20th-cen- 
tury Spanish painter Antonio Quirés. 
Rich’s office is equipped with an elec- 
trically operated door so that he can 
buzz visitors in without leaving his 
desk or getting off the phone. At lunch- 
ae he strolls across a parking lot to 

s 


his Wrivate dining room at the Glashof, 
a resturant owned by his company 


thit otters both Swiss and kosher 
food. Et 


E CAN wolf down a three- 
course lunch in 30 minutes to 
rush back to the office. Windy 
discussions irk him. Occa- 
sionally he simply excuses himself, 
even from his own office, sending an 
underling back to finish the conversa- 
tion. “He’s always stressed and in a 
hurry,” says one former associate. 
“And he never says thank you.” But 
friends assert he is flawlessly consid- 
erate to them. He sends long, hand- 
written letters to friends and em- 
ployees on the death of a parent or the 
birth of a child, and fetches coffee for 
business visitors. He is extremely 
soft-spoken. “Sometimes when I fire 
someone,” he says, “they don’t notice 
right away.” 

For Rich, once an inveterate globe- 
trotter, the world has shrunk drastical- 
ly. Tax evasion as defined by U.S. law 
is not included in Switzerland’s extra- 
dition treaty with the U.S. Rich also 
can safely visit Spain. Several years 
ago he became a Spanish citizen, 
though neither he nor his lawyers will 
say how or why he arranged it. But 
many countries in Western Europe 
will extradite U.S. fugitives indicted 










escribed “junk-food 
ver, and fan of deli 


corned-beef sandwiches.” Daughter of 
a wealthy New England shoe manufac- 
turer, she is a sunny optimist who 
gushes, “I’m surrounded by positive 
energy.” Raven-black hair and almond 
eyes give her an exotic look. She and 
Marc met on a blind date in New York 
around Christmas 1965. 

After years of trying, Denise hit the 
big time last year with her song “Fran- 
kie,” sung by the American female 
‘rock group Sister Sledge and released 
on Atlantic Records. “Frankie” was 
the No. 1 hit in Britain for six weeks 
and sold more than 750,000 copies, 
winning a gold record. Meanwhile, 
Denise has sung on TV in Switzerland 
and Germany, and recently made a mu- 
sic video in London. Her new album 
for MCA Records, Sweet Pain of Love, 
is now on sale in Switzerland and will 
be distributed in the rest of Europe in 
February. She says that some of the 
songs are about Marc. 

If Marc and Denise are an odd cou- 
ple, Rich and Pinky Green are an 
equally unlikely twosome. Green is as 
playful as Rich is intense. “Pinky re- 
minds me of Groucho Marx,” says a 
former Rich associate. Tall and crew- 
cut, Green is a confirmed quipster. 
Asked about the oil business, he 
shoots back, “Oil? Isn’t that the stuff 
you pack sardines in?” Devoutly reli- 
gious, Green has a home in Zug and an- 
other in the Enge Jewish quarter of 
Zurich, within walking distance of a 
synagogue. He rushes out of the office 
on Friday afternoon so he can start cel- 
ébrating the Sabbath by sundown, in 
accordance with Orthodox Jewish tra- 
dition. He eats kosher food and keeps 
it simple—lox and tomatoes are a fa- 
vorite lunch. 

Rich and Green were able to flee the 
U.S. without skipping a business beat. 
Though they operated out of New 
York, their company had always been 
headquartered in Switzerland. In the 
early 1970s both had become star Phil- 
ipp Brothers traders, Rich in Spain and 
Green in the company’s office in Zug. 
Angered because they considered 
their bonuses for 1973 inadequate, the 
two bolted and started Marc Rich AG. 
Zug, a center of European commod- 
ities trading, seemed as good place as 
any to set up shop. 

Shortly after the two fled New York 
in 1983, Marc Rich AG sold its U.S. af- 


filiate to Alec Hackel, 58, a wiry, loqua- 
cious Germati who is a partner in the 
Zug operationt Authorities in the US. 
said it wasn’t & real sale and froze the 
assets of the cémpany, which had been 
renamed Clarendon Ltd. Unable to do 


business’in the\U.S., Marc Rich AG’s 
trading volume dropped. In 1984 Clar- 
endon paid the US. government $150 


million to settle tax charges against the 
company—a separate issue from the 
criminal tax case against Rich. After 
that, Rich’s business surged. 





ARC RICH AG is run by a 
triumvirate of Rich, Green, 
and Hackel, who hold the 
majority of the company’s 
stock. About 100 employees also own 
shares. Rich looks after oil, Hackel 
runs the metals and minerals division, 
and Green, nicknamed “the Admiral.” 
handles shipping, along with figance 
and administration. Rich savs hé and 
the other top partners each earn $1 
million or more a year. 

Whatever U.S. prosecutors think 
about Rich, competitors and clients 
have respect for his abilities as a trad 
er. They say he combines excellent 
judgment with a vast network of con- 
tacts around the world. “He has sur- 
vived because he has the most talent,” 
says Slimane Bouguerra, a competitor 
in Geneva. Adds Richard Perkins, head 
oil trader at Chevron International: 
“We do deals with him. Marc Rich has 
always performed on his contracts and 
has good standing with the majors.” 
Rich: estimates that Mare Rich AG 
trades 900,000 barrels a day in crude 
oil, and another 400,000 barrels of 
naphtha and other oil products. 

According to Rich, the company has 
weathered the commodities recession 
better than other traders by carefully 
minimizing risks. It seldom buys a car- 
go, he says, without first lining up a 
customer—at a price that includes a 
slim trading margin. “We see the trad- 
ing as a service business,” he says. 
“We put producers and buyers togeth- 
er in exchange for a service charge. 
We hope not to be too dependent on 
price cycles. We’re not sexy or specu- 
lative. It’s insane to try for a killing in 
today’s market.” Some caution a few 
years ago might have saved Rich and 
Green a lot of lawyers’ fees—not to 
mention one-way tickets to Zug. @ 
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